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American Industry—Democracy’s Ace in the Hole 


EW people in America today are 

not genuinely concerned about 
the conflict between Communism and 
Western civilization and about the 
implications of that conflict for the 
United States. Much of the discussion 
centers about the atomic bomb, the 
idea being that if our military might 
is greater than that of Russia, the 
American way of life will prevail. 


I doubt that very much. Up to a 
point the struggle between Russia and 
the so-called democracies is the old 
familiar conflict of nations as such. 
But beneath the power politics is a 
centuries-old issue raised in modern 
times by Karl Marx and his successors. 
That issue is whether the average man 
stands to gain more by trusting indi- 
viduals with the economic resources 
of the nation or whether he would do 
better to hand them over to the state. 


We may agree among ourselves that 
individualism is demonstrably superior 
to any brand of socialism. But there 
are many people in this country who 
are not so sure of that. There are 
many more throughout the world who 
are equally undecided. Hence, winning 
another war would not make the world 
safe for our way of life. 


To many, America’s hand in today’s 
international stud poker game looks 
only fair. Yet we have an ace in the 
hole that will vastly improve that hand 
if only we use it intelligently. That ace 
is American industry. In my judgment, 
the future of this country will depend 
largely upon what the engineers of 
American industry do with the card 


that can turn a mediocre hand into a 
winning one. 

To the average engineer it is incon- 
ceivable that anyone could question 
the superiority of American industry 
as it has been operated by free indi- 
viduals, whose initiative within a few 
generations converted a_ wilderness 
into a civilization where 6 per cent of 
the world’s people now create 45 per 
cent of the world’s annual total of 
goods and services. True, nature did 
furnish us with a bountiful supply of 
raw materials. But their development 
was a human achievement, combining 
free, well-trained labor and a tech- 
nology based upon the machine and 
artificial power, fused into a produc- 
tive force by the ingenuity and daring 
of free management. 

It was this same combination that 
enabled us during the war to double 
our annual national product in four 
years; to exceed the munitions pro- 
duction of our enemies by more than 
50 per cent; to produce more than 
40 per cent of the armament output 
of all the warring nations—at the same 
time holding the dollar value of con- 
sumer goods production very near its 
prewar peak. What more does the 
world want in the way of proof that 
our free enterprise system is superior 
to socialism in supplying the economic 
needs of the human race? 

The achievements of American in- 
dustry are unprecedented. But the un- 
satisfied economic desires of vast 
segments of the American population 
are even greater. And beyond our own 
shores the human need for the bare 
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essentials of life is as tremendous as 
it is desperate. Rightly or wrongly, the 
exponents of socialism are saying 
to these frustrated people, “Switch 
systems. Let the state take over, and 
your needs and desires will be satis- 
fied.” We feel that such promises are 
cruel lies. If we would preserve the 
American way, however, we must out- 
produce socialist promises. 

There are three major hurdles to 
the future production of goods in 
quantities vast enough and at prices 
low enough to provide everyone with 
the essentials of life: (1) rising pro- 
duction costs, (2) dwindling supplies 
of traditional raw materials, and (3) 
growing government bureaucracy. 

(1) With price indexes rising, it is 
easy to excuse the price rises of our 
own products. But preserving the 
American way requires lower selling 
prices, which engineering can make 
possible : 


1. One means of cutting cost is to engi- 
neer buildings, equipment, machinery, 
and processes to save both the space 
and weight consistent with efficient 
operation and adequate accessibility. 
(For example, some machinery can be 
mounted in vertical rather than hori- 
zontal positions to advantage. Con- 
tinuous processing requires much less 
space than batch processes and is 
cheaper. ) 

2. Electric power is an enormous saver 
of both time and labor. Some 86 per 
cent of the horsepower used by manu- 
facturers in this country is electric. 
Yet industry is less than 50 per cent 
electrified in all operations. 

3. Probably less than 5 per cent of 
American industry today is equipped 
with the electronic devices it could 
use profitably. As a timer, a guard, 
or a safety device, electronic equip- 
ment is superior to human labor and 
infinitely cheaper. 

4. The use of modern transportation de- 
vices speeds up production and market- 
ing time, reduces essential inventories 
and the size of storage facilities. 


The war stimulated the development 
of a vast variety of new machines and 
new production techniques which, if 
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put to work, will enable private enter- 
prise to reduce its costs to levels per- 
mitting ever wider distribution of 
mass-produced articles. There can be 
no more effective reply to socialism 
than such an adjustment. 

(2) For years planners have pre- 
dicted the collapse of civilization with 
the exhaustion of our more accessible 
natural resources. Serious wartime 
drains have added greater fervor to 
their alarms. Engineers of the nation 
can reduce this hysteria by making 
profitable industrial use of the more 
plentiful materials about us—as in the 
use of the light metal alloys, for ex- 
ample. All-aluminum automobiles, rail- 
road cars and locomotives, as well as 
magnesium-made articles ranging from 
wheelbarrows to textile machinery, are 
already on the drawing board and in 
a few cases actually in production. 

The fact is that, while some of our 
natural resources are petering out, 
there is yet untold wealth in our hills 
and valleys awaiting the know-how for 
its development and profitable use. 
Even the materials used for genera- 
tions have been only partly utilized 
because we know so little about them. 
Obviously, if we know little about 
a material, we will extract relatively 
little of its value. In my judgment, 
therefore, the cry of exhausted re- 
sources is as invalid as the despair 
over prices. 

(3) No man in business today needs 
to be told the costly, irritating, and 
destructive effects of governmental in- 
terference with private enterprise. 
And yet, ironically enough, the busi- 
ness man has helped pull this hairshirt 
on himself. The system of protective 
tariffs, the price maintenance and fair 
trade laws, the RFC and other similar 
agencies—all exist because some busi- 
ness groups wanted the personal ad- 
vantages they created. 
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I am certain no government and no 
socialistic system can compete eco- 
nomically with a private enterprise 
system such as our own. We as indi- 
viduals can outproduce any govern- 
mental system ever devised if we 
assume the obligations which go with 
the rights of free men. Our trouble 
today is that we refuse to assume those 
obligations — obligations to keep the 
economy on an even keel and produc- 
ing both jobs and goods at high levels. 
The way to keep government out of 
business is by looking after our own 
affairs privately and personally. 

The major flaw in socialism, and it 
is a fatal one, is the mistaken notion 
that groups do anything. Achievements 
are the product of individual effort. 
Nothing was ever done except by indi- 





viduals. Sometimes individuals work 
together, but where they are most 
successful they work not as a group 
but as a team of freely cooperating 
individuals. None of this is new. It 
is the very essence of the American 
tradition. But we tend to forget it 
or to lose sight of its implications. 

American industry is democracy’s 
ace in the hole, not as a forger of 
weapons of war but as a mighty pro- 
ductive force which alone can give the 
world a decent standard of living at 
a reasonable human price. If we fol- 
low our traditional precepts of indi- 
vidual initiative and private enterprise, 
I believe we can defeat the enemy at 
our gates without firing a shot. 

By C. S. Wyanp. Mechanical En- 
gineering, August, 1948, p. 663:3. 


What Management Thinks of the Taft-Hartley Act 


OW does management feel about 

the Taft-Hartley law, now that 
it has been in effect for a year? Busi- 
ness Week sought the answer to that 
question in a poll of 528 labor relations 
directors recently. These executives 
represent a cross-section of manufac- 
turing enterprises located in 15 cities 
and 13 industrial states—about half 
employing less than 250 workers, and 
half, more than 250. More than two- 
thirds of the 433,465 workers in these 
plants are union members. 

By and large the men who handle 
industrial relations like the new law, 
though about half think it needs some 
changes. They believe it is being ad- 
ministered fairly and that so far it 
hasn’t had much effect on plant labor 
relations. Three out of four polled 
would like to see compulsory arbitra- 
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tion of national emergency disputes 
that outlive T-H mediation and fact- 
finding. Three out of four (but not 
the same ones) favor a ban on nation- 
wide strikes which threaten the 
economy. About half would like to 
see industrywide bargaining barred 
under federal labor laws. 

After the T-H law went into effect, 
most employers were cautious. They 
bided their time before evaluating op- 
eration of the new law. After a year, 
however, only seven (less than 1 per 
cent of those polled) favor repeal. One 
out of four say it makes life easier, 
while nearly three out of four see no 
difference in their labor relations. The 
majority (74 per cent) think the law 
is being administered fairly by the 
NLRB—no longer consider the NLRB 


partial to unions. 
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Should a craft union have the right 
to petition for representation as a 
separate bargaining unit in plants 
where an industrial union now has 
sole bargaining rights? Two out of 
five pollees think so; another two think 
not; the others expressed no opinion. 
The breakdown of the vote shows that 
more large-plant executives oppose 
craft bargaining units, while more 
small-plant executives favor them. 


The non-Communist affidavit is en- 
dorsed by 85 per cent of the sampling, 
with less than one out of 10 respond- 
ents feeling such affidavits shouldn’t 
be required. And 83 per cent agreed 
with the ruling that both employers 
and unions must file notices when a 
labor dispute exists. 


Business Week, August 21, 1948, 
p. 19:2. 


The Top Executive’s Real Job 


T HAS become the fashion for va- 

rious branches of management to 
insist that the particular operation in 
which they are interested is so import- 
ant it should be the special responsi- 
bility of top management. 

It begins to look as if those in top 
management will have to find more 
hours in a day if they are to carry the 
ball for all departments of the busi- 
ness. Even if time permited them, how 
many chief executives are qualified? 
How many have the specialized ex- 
perience needed? 

The plain truth is that business now 
has too many subordinates—depart- 
ment managers, to be exact—who are 
leaning too heavily on top management 
for planning, for sound thinking, and 
for decisions. 

Where mergers have occurred in the 
past few years, the real reason behind 
the merger, or the sale of one company 
to another, was that top management 
was tired, worn out, anxious to find 
some relief from the man-killing bur- 
den it assumed during the war. 

The facts about one case are typical 
enough to show what is meant. In a 
midwestern city was a prosperous, 
well-managed company in which the 
president and largest stockholder was 
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actually president, sales manager, con- 
troller, public relations manager, la- 
bor relations manager, and practically 
everything else. The company had men 
on its payrolls who held nearly all 
these titles, but they were executives 
in title only. The president of the com- 
pany was well along in years, finan- 
cially secure, and tired of the grind 
of running the company. 

Along came a young aggressive 
company which had a record for good 
management, and which had bought 
up several similar companies in the 
past few years. This young company 
made an offer to the older, smaller 
company. The offer was attractive and 
the president of the old company ac- 
cepted. 

Here is the ironic thing about this 
merger. The new management did the 
very things the old management had 
urged its department managers to do. 
It set up a scientific purchase and 
stock control plan; it redesigned the 
company’s labels and containers; it 
enunciated a sound policy to replace 
the haphazard dealer and distribution 
policy of the past. And it lopped off 
the heads of a few executives who had 
been coasting on past reputations. 

In another company that was still 
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managed by the founder who was 
frankly tired and disgusted, several 
young men who had big titles ate lunch 
together daily and spent most of the 
time telling each other what they 
would do if they were running the 
business. Finally the founder sold out 
to the young men, giving them a 
chance to put into operation all the 
ideas they had been discussing for 
years. Soon they were all up to their 
necks in responsibility which none of 
them were wholly ready to assume. 

With four or five men each spend- 
ing money without consulting the 
others, the company was soon in finan- 
cial difficulty. It was snapped up by a 
holding company, which put one strong 
man in control. The company is mak- 
ing more money today than ever be- 
fore. The trouble with the young men 
was that each considered himself on 
the same level as the others, and all 
tried to be leaders. Not one took over- 
all responsibility and they were soon 
flying off in all directions. 

Too many top executives got to be 
top executives because they were will- 
ing to assume heavy responsibility. In 
the average organization, if one man 
is willing to button up all the ideas 
and suggestions, figure costs and take 
the responsibility, the other members 
of the organization are only too glad 
to shrug off responsibility, and let the 
leader take it all. 

But no business can go on forever 
with an overburdened leader. Amer- 
ica’s top executives are badly over- 
worked, burdened with too much re- 
sponsibility, and laboring under a load 
of work that does nothing but kill pre- 
maturely all but the hardiest. 

This story illustrates how top man- 
agement men shed some responsibility 
on others. A railroad president was 
approached by three of his lieutenants 
with a proposal to build a new freight 
facility at a certain division point. 
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They had detailed plans to show the 
president. 

“Do you say it is your considered 
judgment that we ought to spend this 
money?” the president asked, before 
they had a chance to unlimber all the 
exhibits brought for his inspection. 

“Yes, we do, Mr. President,” they 
answered, “and we have brought our 
plans and estimates for your study.” 

“Study, hell—don’t bother me with 
it! If you think it is to the road’s ad- 
vantage to build this facility, then go 
ahead. That’s what you are here for.” 

The three men soon found them- 
selves out in the hall, somewhat dumb- 
founded. As they discussed the project 
among themselves, they suddenly rea- 
lized that it was their job, and a 
memorandum should have sufficed to 
get the president’s authority to pro- 
ceed with the plan. 

What top men in business need is 
to have a few men trained to accept 
more responsibility, to carry out pro- 
gressive projects without having the 
“old man” looking over their shoulders 
at every move they make. 

Top management needs to let the 
sales manager be sales manager in 
authority as well as title. The indus- 
trial relations manager should not 
have to come running to the top men 
with every grievance from the shop. 

There are too many men in busi- 
ness today wearing big titles and act- 
ing like office boys when it comes to 
shouldering real responsibility, assum- 
ing charge of projects, and carrying 
their burden of building the business 
as a whole. They are little men, inter- 
ested only in their own little depart- 


‘ ments, looking to top management for 


all the real decisions. The result is, top 
management keels over, and we read 
another news story. “Head of Com- 
pany Dies—Heart Attack.” 

By Joun Gartu. American Busi- 
ness, October, 1947, p. 20:5. 
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When Industry Moves to the Country 


within America’s industrial struc- 
ture today. More and more textile 
plants are springing up in Minnesota, 
Wisconsin, and Michigan, and manu- 
facturers are screening small towns in 
wild-wooded or mountain-range set- 
tings for potential branch plants. In 
the South, many small towns are actu- 
ally raising money to build factories, 
which are then offered on nominal or 
rent-free terms to companies which 
will equip and operate them. And 
we have long noted the migration of 
industry to the South and West, the 
industrial rise of the West Coast, and 
the “apartment housing” of small com- 
panies which share space in large in- 
dustrial installations—many of them 
surplus war facilities. 


GS ithin A things are going on 


It looks as if America’s small towns 
are beginning to win back their basic 
industrial position in the national 
economy. The industrial pattern taking 
shape might be called the ruralization 
of industry. Factors encouraging this 
development are: 


1. The increasingly favorable environ- 
ment of the small town, which now 
has most of the big-city advantages 
without the disadvantages. 

2. Availability of a trainable labor sup- 
ply in the small towns in contrast to 
labor scarcities in established indus- 
trial centers. 

3. New industrial techniques enabling 
multiple smaller plants to service na- 
tionwide markets in competition with 
the mass-volume factory. 

4. The potential military hazard of plant 
concentration. 

5. The general emotional dissatisfaction 
with the inconvenience of bigness, 
whether it be with a traffic-choked 
city or with being a robotized num- 
ber on a time card of a factory em- 
ploying thousands. 


Some companies find old buildings 
and convert them. Others start from 
scratch with brand new plants. 


Example of Method No. 1 is Mun- 
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singwear, which says: First, pick the 
right kind of town with the right kind 
of people in it. Then find an old build- 
ing that can be converted. There al- 
ways is one. Munsingwear’s plant 
towns have been selected with an eye 
to lining up on direct-line transporta- 
tion from the Twin Cities of Minne- 
sota. There are now three strings of 
plants—factory or “milk routes’”—ra- 
diating out of Minneapolis, the com- 
pany’s center. 


Ninety per cent of Munsingwear 
employees are women, and U. S. Gov- 
ernment figures showed better than 
98 per cent of employable women in 
the Minneapolis area already em- 
ployed. Thus in expanding, the com- 
pany made a survey of small towns in 
Minnesota and northern Wisconsin to 
find out: 

1. The community’s assets—in the way 
of employable women and idle space 
convertible to plant operation. 

2. The community’s attitude toward the 
project. Care was taken to explain 
to community leaders the working 
conditions and rates of pay that would 
prevail, as well as the fact that rates 
might raise wage levels among exist- 
ing enterprises (offset by increased 
community prosperity). 

3. How many women would like jobs 
with Munsingwear, and whether their 
family responsibilities would be com- 
patible with the holding of such jobs. 


These little plants stop work at 4:00 
p.m. to allow employees time for their 
family responsibilities. Pains are taken 
to see that jobs for applicants won’t 
conflict with husbands’ views or the 
needs of small children. Many other 
“tremendous trifles” help explain their 
productive efficiency. Local leaders 
and residents are kept informed on 
anything in the plants which will in- 
terest or affect them, and the company 
tries to keep in step with community 
events as any good neighbor should. 
Currently it is helping two of its plant 
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towns look for small manufacturing 
industries that will largely employ 
male workers. 


Each branch specializes in one or 
two company products and operates as 
a self-contained unit. It costs some 
$200 to train the average machine op- 
erator and four years to train a repair 
and maintenance man. But productiv- 
ity is high, absenteeism low. And 
training costs are compensated for by 
the lower-than-Minneapolis rates ap- 
proved by both community and the 
union. 


Munsingwear’s agreement with Lo- 
cal 66 of the Textile Workers Union 
(CIO) provides that the company 
have a free hand in dealing with the 
initial problems of opening a new 
plant. Once established, however, a 
business agent from the Local is in- 
troduced to the community leaders at 
a lunch, and the company-union rela- 
tionship explained. The union is then 
on its own in establishing itself among 
the workers in the new plant. 


Method No. 2—build a new plant— 
was chosen by James Lees & Sons 
Company, which is Exhibit A on how 
to start from scratch and end up with 
one of the most modern and efficient 
carpet plants in the world. In the 
bleak days of 733, Lees acquired three 
old multi-storied carpet mills, each 
located in a congested industrial area. 
The advent of the broad loom had 
forced consolidation of many former 
customers for carpet yarns, Lees’ 
product, and many of these mergers 
were big enough to produce their own 
yarn. So Lees went into carpetmaking 
to supplement its market. 

In looking for a workable site for its 
newly acquired plants, Lees concen- 
trated on roads (worker transporta- 
tion), railroads (raw-materials trans- 
portation), rivers (waste disposal), 
and people (labor supply). They 


544 





charted all communities in a long list 
of states where railroads crossed riv- 
ers, coming up with 104 potential 
sites. Personal travel and secondary 
research narrowed the total to 10, 
from which Glasgow, Virginia, was 
selected. 

Fundamental factors allowing the 
high-speed mechanized activity of this 
ultra-modern, three-shift plant are 
man factors. One of these is the little 
matter of a management keeping its 
word. Management was careful not to 
overpaint its picture of the effects of a 
company plant upon Glasgow. It 
tried to prevent “over-expectation” 
among the natives of what the new 
plant could do for their community. 
It made sure the townspeople knew 
what the company policy and plans 
were, and it carried out both to the 
letter. 


Two basic principles were: (1) jobs 
are for the people already in the com- 
munity and surrounding area, not for 
outsiders who might overcrowd and 
alter the community and its patterns; 
(2) supervisory positions must be 
filled by promotion from within, with 
the exception of those calling for 
unique technical training. 


Of some 1,500 employees, all but a 
dozen are natives, including top man- 
agement and supervision. Also in line 
with company policy, less than a dozen 
new houses have been built near the 
plant in the past 14 years. On the 
other hand, farmhouses have been im- 
proved, the new houses built in the 
35-mile area where the people already 
lived. Extensive purchases have been 
made of cars, furniture, fences, farm 
machinery, and other improvements 
from wages earned at Lees, which 
compare favorably with the going 
wages for all industry in the region. 


Noteworthy personnel practices: 
The homes of all workers are plotted 
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on a big map. When help is needed 
and a certain area looks as if it has 
less company employment than its 
share, a druggist, banker, preacher or 
some other “unofficial member of the 
personnel department” in that area is 
asked to suggest candidates. Workers 
can schedule time off to plant or har- 


situations involving the good-neighbor 
policy. 

Economists and sociologists are im- 
pressed by how quickly an industrial 
plant and payroll in a small agricul- 
tural town show up in the purchase of 
consumer goods, an upturn in home 





: ere a * ownership, and a lessened tendency 
$ vest crops, Dutcher cattle, or even 80 for young people to leave town. But 
hunting. 2 
e ‘ : they are also watching for the bad 
‘ Successful ruralizers warn those in- 1 f Saeed a 
; terested that they use no trick formula, coal nieve a wee . nee 
: and that their success involves people ®"¢ they want to see how ruralization 
4 far more than it does machines. Be Will withstand an economic recession. 
" sure the community wants you in the But all over the country the process 
” first place. Local townspeople want to of ruralization is proceeding apace— 
. know much more about a company and pushed by the need for new workers 
; how it’s doing than in a big city. They and for new and better facilities by in- 
_ are quick to resent any implication dividual companies, and pulled by the 
" that everything their plant unit does is desire of many small towns for indus- 
“ decided by somebody in the home of- trial activity and new payrolls. 
fice and particularly they expect the Factory Management and Mainten- 
" hometown plant to be its own boss in ance, August, 1948, p. 66:8. 
1- 
or 
id 
= . 
o Wage Cost Factor in the Sales Dollar 
\ 
th | OLE source of information comparing wages and sales has been the annual 
or reports of individual enterprises. Recently, however, Standard & Poor’s 
Corporation published such a comparison for 150 companies in 15 industries for 
1946 and 1947. The report showed wide variation in the relationship of employ- 
a ment costs to gross revenues from one industry to another and even between 
| companies in the same industry. 
n- Ratio of wages to sales in 1947 ranged from 9.6 per cent for meat packers 
ne to 49.9 per cent for the airlines. But only in retail trade did the ratio (14.1 per 





en cent) remain at the 1946 level in 1947. All others showed a decline brought about 
h [ mostly by huge increases in sales volume despite substantial wage increases for 
ne the same period. 
‘he In the auto parts, automobile, and electrical equipment industries, for exam- 
m- ple, wages and salaries consumed a considerably smaller proportion of gross reve- 
nues last year than in 1946, though they actually rose by 22, 40, and 47 per cent, 
the respectively. Reason: Sales increased, respectively, 49, 84, and 75 per cent during 
dy | the same period, and the restrictions on 1946 output imposed by strikes and 
en materials shortages were not experienced in 1947. ; 
y For those domestic enterprises whose relative wage burden declined by 10 
rm per cent or more, this reduction spelled the difference between red ink and black, 
nts for in each instance net income was well below 10 per cent of sales. 
ich This decline is important to the future health of enterprise. In any business 
x recession, a company’s material costs are likely to decline sooner and faster than 
ing its wage payments. Thus the industries and individual enterprises whose direct 
on. labor costs are low in relation to sales volume are in the least vulnerable position 
in the event of a decline in business activity, without being materially worse off 
ES : in the event of a continued inflationary price trend. 
ted —Financial World 8/25/48 
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Current Trends in Industrial Decentralization 


LANNED geographic dispersion 

of plants and decentralization of 
operation is taking place in a large 
segment of America’s industry, ac- 
cording to a recent study on decen- 
tralization in industry made by the 
Conference Board. 


In industry, decentralization refers 
to the “geographic spreading out of a 
company’s physical plant facilities,” ac- 
cording to the definition given in the 
study. It also refers to “the granting 
of a large degree of authority and re- 
sponsibility to local plant manage- 
ment.” 

Migration, or the transfer of a large 
part of an industry from one section 
of the country to another, the study 
points out, is not considered decen- 
tralization. “Similarly, suburbaniza- 
tion, or the movement of industry from 
the center of a city to the periphery, 
or suburban areas, is not considered 
decentralization, except when it in- 
volves establishing several relatively 
small units rather than one large plant 
similar to the original.” 


Approximately one out of four 
(28 per cent) of the 148 manufactur- 
ing companies covered was found to 
have a definite policy of decentraliz- 
ing plant facilities. 

Actually, over half (59 per cent) of 
the cooperating companies report that 
they are already decentralized. Many 
of them attribute their geographic dis- 
persion to the acquisition of going 
companies or surplus war plants rather 
than to deliberate policy decisions. 

The degree of decentralization “var- 
ies greatly” in different industries and 
is dependent to considerable extent on 
the nature of the product, the study 
points out. Industry groups which re- 
port a large degree of decentralization 
include: chemicals, drugs and pharma- 
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ceuticals, rubber and rubber products, 
Industries which are generally central- 
ized, according to survey results, are: 
machinery (except electrical), iron 
and steel, and petroleum refining. 


Principal advantages claimed by 
companies with deliberate decentrali- 
zation policies include: proximity to 
important new markets; tapping new 
sources of labor; greater efficiency in 
smaller plants; improved human and 
public relations; and the opportunity 
of segregating unlike operations in 
separate plants. 


The reasons emphasized by central- 
ized manufacturing companies for 
their policy of consolidating rather 
than spreading out are: greater effi- 
ciency of large integrated plants in 
their particular industry; greater ex- 
pense of building and staffing new 
plants as compared with the expansion 
of existing facilities; difficulty of co- 
ordinating the various units; and im- 
mobility of skilled labor. 

The geographic breakdown shows 
that in recent years the southern and 
western states “have received a larger 
share of the new industrial plants than 
in the years prior to 1940.” The north 
central states “held their own,” while 


the northeastern states experienced a — 


moderate decline. 

The study notes a trend toward lo- 
cating manufacturing plants in the 
smaller cities and towns. Cities and 
towns with 10,000-100,000 population 
are reported to be the most popular 
places for plants established from 
1940-1947. Only one-third of the 
plants built or acquired since 1940 by 
the companies surveyed are in cities 
of 100,000 and over. For plants es- 
tablished prior to 1940, close to half 
were in cities of that size. On the 
other hand, the study notes, almost 30 
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per cent of the plants established since 
1940 are in towns of 10,000 or less, 
against only 20 per cent of the plants 
built before 1940. 

Over half the manufacturing plants 
reviewed turn out a particular prod- 
uct or group of products of the com- 


pany’s line. One-sixth of the plants 
are duplicate facilities, i.e., they manu- 
facture the same product that the main 
plant turns out. One-tenth are feeder 
plants, while just under this fraction 
are classified by cooperating companies 
as assembly plants. 


Plant Tours—A New Pattern 


NLIGHTENED business leaders 
E everywhere have started to tell 
the American industry story, with 
highlights on the social and economic 
implications, so as to make sense in a 
confused and troubled world. By 
sponsoring individual company proj- 
ects they try to get across one or all 
of these simple ideas: 

1. Big business is not necessarily bad. 

2. Machines don’t throw men out of 
work—they make more jobs in the 
long run, help to raise wages and 
cut costs. 

3. Workers in the U. S. have more 
leisure and goods than any workers 
anywhere else because they have the 
power and machines to produce more 
in less time. 

4. Plant and equipment cost a lot of 
money and cannot be acquired unless 
investors lend their capital. 

5. Profit rates must be high enough to 
entice risk capital. 


6. Profits are not nearly so high as 
many people think and are usually 
much smaller than the amount spent 
on wages and supplies. 

Paid advertising, employee reports 
and publications, bulletin boards, 
forums, films, radio, and other mass 
communication media get these ideas 
across. Recently some companies have 
added another technique—the plant 
tour. 

Tours are not new, but a signifi- 
cant new survey indicates that they 
can get economic facts across to peo- 
ple and make them stick. This survey 
was started two years ago by Dr. 
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Claude Robinson, president of Opin- 
ion Research Corporation. His idea 
was to teach, by a program of plant 
tours, that capitalism works. By se- 
curing visitors’ names and addresses, 
an index researcher could follow up 
visits to the plants under study within 
two weeks of the tour date for an in- 
terview to check the effectiveness of 
the indoctrination. Robinson secured 
the cooperation of nine companies in 
his experiment. 

Plant tours used to concentrate on 
technology and refreshments and 
sometimes visitors were given free 
samples. In the tour programs under 
study, technology was used only to 
catch interest. The object was to send 
the visitors away with constructive 
ideas like “it takes a lot of money to 
create a job,” or “the workers get 
most of the money the company earns” 
or “machines raise wages.” These con- 
cepts are surprisingly easy to demon- 
strate dramatically and convincingly. 

Covering the point that machines 
raise wages, for example, the tour 
guide will stop before a machine dis- 
playing a large price tag. “This ma- 
chine cost a lot of money,” he will say. 
“Ten thousand dollars. Why do we 
buy it? Well, it pays off—pays the 
stockholders and especially the people 
who run the machine. Mary Jones 
makes 95 cents an hour running this 
machine. Her mother used to get 30 
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cents an hour in this factory. That was 
considered good pay at the time. 
Mary’s work is pleasanter than her 
mother’s—less tiring. There is better 
equipment, better lighting, and air- 
conditioning. Mary gets three times 
as much money as her mother because 
with the help of that machine she can 
turn out more products.” 


The techniques are the same used 
for any short course in education: 
(1) Keep repeating the lesson; con- 
centrate on a few facts illustrating 
each major theme. (2) Use visual 
displays to dramatize the facts. (3) 
Interpret the facts to build up the 
right conclusions and attitudes. 


Results of the tours at the Walter 
Baker division of General Foods com- 
pare knowledge and attitudes of both 
visitors and non-visitors. Plant visitors 
were mostly housewives recruited 
from local church and women’s or- 
ganizations, and the program was tail- 
ored especially to impress them. 
There were four objectives (1): to 
humanize the operation by showing 
that three groups of people (em- 
ployees, stockholders and customers) 
are mutually interdependent; (2) to 
point out that machines create jobs 
and lower prices; (3) to show how 
the company’s payroll and local pur- 
chases make it an integral part of the 
community, important to everyone 
there; and (4) to acquaint people 
with employee benefits and working 
conditions at the plant. 


On arrival, visitors were welcomed 
by the personnel manager, briefed on 
the company, its products and its rela- 
tion to the community. His script dur- 
ing the tour itself made vivid compari- 
sons (described the cocoa silos as 
pantries and as tools the company 
used). Visits ended in the conference 
room, where the guide summarized 
what had been seen, using charts to 
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illustrate significant facts and figures, 


The survey’s comparison between 
matched samples of visitors and non- 
visitors are a dramatic yardstick of 
the tour’s effectiveness. Of the house- 
wives who toured the plant, 87 per 
cent said that machines increased the 
number of jobs, whereas only 21 per 
cent of non-visitors said so and 55 
per cent said that machines actually 
decrease the number of jobs. The 
company was a good place to work, in 
the opinion of 85 per cent of the visi- 
tors, but only 55 per cent of the non- 
visitors thought so. Machines have 
lowered prices in the opinion of 77 
per cent of the visitors, compared to 
55 per cent of the non-visitors. 

On the number of employees, 68 
per cent of the visitors gave the right 
answer, while none of the non-visitors 
even came close. Half the visitors 
knew the amount of the weekly pay- 
roll compared to 11 per cent of the 
non-visitors, and 43 per cent of the 
visitors remembered how much the 
company spends for supplies while 
not one of the non-visitors came rea- 
sonably close. 

More significant than anything else 
in the whole report, probably, is the 
indication that such educational tours 
can predispose people to favorable at- 
titudes. Nothing was said in the Wal- 
ter Baker tour about company profits, 
for instance. But when interviewers 
asked respondents to guess whether 
company profits were very big, rea- 
sonable or very small, only 17 per cent 
thought they were very big, 70 per 
cent guessed they were reasonable, 
and 5 per cent said very small. On the 
other hand 40 per cent of the non- 
visitors thought company profits very 
big, and 40 per cent thought them rea- 
sonable. None of the non-visitors 
thought them very small. 
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Plant tours are not only an effec- “The tour tends to show that corpora- 








| tive teaching technique. They are en- tions are not the soulless monsters we 
joyable for the visitors. In a previous are sometimes led to believe.” An edu- 
survey of Rog, og Research almost ator said, “All of us gained immeas- 
easyer dies heed go gm im _urably from this visit. Why don’t you 
aes oe , “ie oe 2 like to do this more often?” Generally the 
’ eir oca nts. : ‘ ’ : 
' _ a —— idea seemed to be “Why don’t you give 
from some of the “thought leader ee 
i : people a chance to see what’s going on 
; visitors of ATF, one of the nine plants thei h : oes 
y in this most recent survey, would bol- a a a 
, ster this finding. One minister said, Tide, July 2, 1948, p. 15:3. 
n 
- 
e An Experiment in Mutual Education 
7 HE management of Standard Oil of New Jersey believes it has a contribution 
0 to make to educators in the field of industrial relations by opening its doors 
to a study at first hand of its employee relations. Conversely, company officials 
8 believe they can benefit from the counsel of educators who have had a chance to 
observe company policy at work. 
at This thinking underlies the company-sponsored industrial relations confer- 
s ences at which members of the faculties of a dozen higher schools gather for two 
days at company headquarters in New York City; then go out into the field, each 
rs one covering a different refinery, producing unit or other operation for one week; 
y- and return to headquarters for a three-day review. 
e In the initial two-day orientation period, the professors meet representatives 
: of management to learn as much as possible about the general policies of the firm 
ne and its over-all organization and operation. Afterwards each chooses his station 
he for field study. The educators may visit all departments, talk to union workers 
le and employees at all levels without interference. Back in New York a week 
later, they discuss among themselves for two days their findings in the field, 
a- deciding what they wish to discuss further with management. The third day they 
express their opinions freely in an open discussion with company representatives. 
| Most suggestions from the first conference concerned two problems: (1) 
se improving communications between employees and management; (2) improving 
he the training program for employees and supervisors. Standard’s program will be 
irs diversified and strengthened to improve communications already at work and 
greater attention may be given foremen and union representatives to enlist the 
at- aid of these important links between managment and the worker. Training on the 
al- job ard more carefully calculated use of Standard’s Elizabeth, New Jersey, Train- 
, ing Center may also remedy training shortcomings. 
ts, By and large, manarement agreed with the study findings and expressed 
ers surprise at the educators’ ability to get at the roots of company problems so quickly. 
rer —Erna M. Kettey in Sales Management 9/1/48 
e€a- 
ent 
per Should the AFL and ClIO Combine? 
ble, URING the month of September the question, “Should the AFL and CIO 
the combine” was put to the Macfadden Wage Earner Forum. The Forum in- 
one cludes members of both AFL and CIO, independent union members, and non- 
unionists. a ' 
e The over-all vote: 50.4 per cent against combination, 35.4 per cent in favor, and 
ry er cent aga 
eas 14.2 per cent doubtful. A slight majority of both CIO and AFL members reported 
that they are opposed to combining the two organizations. The proportion in favor 
tors of combining is slightly greater among CIO members than among AFL. Union 
members as a whole, including those in independent unions, show about the same 
pattern in their opinions. 
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Office Supervisors Need Foremen’s Training 


NLIKE the factory foreman, the 

office supervisor is apt to be a 
forgotten man (or woman) in regard 
to training. This is one reason why en- 
gineering experts rate office efficiency 
far below factory levels. The produc- 
tion foremen in a growing number of 
plants share in extensive training pro- 
grams; they attend meetings, discuss 
methods, witness demonstrations, study 
special literature on legal and human 
relations problems. In contrast, the 
office supervisor is somewhat of an 
orphan, who just “growed.” 

Many difficulties within the office 
stem from the lack of any clear-cut 
concept of the supervisor’s job. Com- 
ing up as they usually do from the 
ranks of office employees, the average 
supervisor does not grasp his or her 
new role as leader and planner for 
others. For example, a recent field 
study by the Labor Relations Insti- 
tute showed that while many office 
supervisors feel capable of handling 
the office work, as such, an important 
concern was how to secure and main- 
tain cooperation from workers under 
their charge. Others confessed uncer- 
tainty as to the limits of their respon- 
sibility and authority; not knowing 
“how far they could go,” they often 
tended not to go anywhere. 

In view of this situation, one im- 
portant preliminary to the supervisory 
training program is to prepare ade- 
quate job descriptions. This will em- 
phasize the supervisor’s responsibility 
for office output and morale and bring 
into sharp focus the need for exercis- 
ing leadership. Both factors are essen- 
tial elements of supervision. 

The basic fundamentals of fore- 
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manship are no different in the office 
than they are in the shop. Experience 
shows, however, that material and 
methods must be slanted toward the 
office, and must deal with white-collar 
problems and typical office situations 
if they are to have maximum effect. 
In a recent poll conducted by Fore- 
man Facts, the Labor Relations Insti- 
tute’s publication for supervisory per- 
sonnel, office supervisors asked for 
training in the following techniques: 
(1) getting along with employees; (2) 
maintaining discipline; (3) building 
morale; (4) training new employees, 
or breaking in older personnel on new 
tasks; (5) planning, directing, and 
inspecting work performed by em- 
ployees. 

In planning a program to meet these 
needs, it is important to stress appli- 
cation of the fundamentals of good 
foremanship to the special problems 
which arise in day-to-day relations 
with office employees. Here are a few 
typical examples: 

Office cliques. Office personnel tend 
to band into small groups, with re- 
sultant danger of friction between 
them. The supervisor must avoid any 
charge of discrimination between mem- 
bers of such groups. Unless handled 
properly, such a situation may fer- 
tilize the ground for union organizers. 

Inducting new workers. Surveys 
show that office employees tend to re- 
main on the job longer than the aver- 
age plant employee. The problem of 
building and maintaining a satisfied 
work force begins with the hiring of 
new employees. Getting off to a proper 
start is even more important than in 
the plant. This involves training the 
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supervisor to make newcomers feel at 
home. 

Getting the most out of employees. 
Many office employees are working 
well below the maximum levels fixed 
by their abilities. Since the educational 
level is considerably higher than would 
be encountered in the shop, this often 
results in dissatisfaction unless super- 
vision can create outlets for work 
abilities not required on the particular 
job. 

Cooperation between plant and of- 
fice. Office routines gain in significance 
if the individual worker understands 
and visualizes the connection between 
what she is doing and what is going 
on in the plant. Order forms, requisi- 
tions, reports, control documents—all 
mean little more than so many slips 
of paper to the worker unless their 
function is explained. By dramatizing 
specific tasks the supervisor can help 
her subordinates develop a feeling of 
mutuality with the production force, 
substituting cooperation for the antag- 
onism which all too often prevails. 

The pattern of training office super- 
visors differs only slightly, and that 
more in content than in method, from 
the standard methods of foreman 
training. Since there normally are 
fewer supervisors in the office than in 
the production department, only small 
groups need to be dealt with. The 
simplest plan is to give the same basic 
training to all supervisors in the com- 
pany’s employ, both production and 
clerical. After the fundamentals have 
been covered, the office supervisors 
are given an intensive short course in 
office problems. 


The case history method has proved 
especially worth while. Under this sys- 
tem, problems are presented and the 
factors analyzed. In the resulting dis- 
cussion, the best way to handle each 
situation gradually emerges. One prob- 
lem suggests another, and soon the 
participants are all joining in. 

In some cities, employers with rela- 
tively small office staffs have found it 
helpful and economical to set up joint 
training programs in office supervision. 
Where such set-ups are non-existent 
or impractical, companies sometimes 
send their supervisors to nearby col- 
leges for instruction in worker psy- 
chology. The costs are borne by the 
employer. One employer reports ex- 
cellent results from enrolling his of- 
fice supervisors in local YMCA groups 
formed for the purpose of discussing 
industrial relations. Another sees that 
his supervisors take turns attending 
office management conferences spon- 
sored by the management associations, 
and has found the idea unrivaled for 
stimulating interest and building up 
morale. 

In the factory, the informed man- 
agement viewpoint is that the super- 
visor, being “a part of management,” 
must be so regarded—and so treated. 
The same applies in the office—or 
should apply. Acceptance of this is 
the first step in modernizing office re- 
lations. The second step is training— 
the kind of training and instruction 
that helps a supervisor really super- 
vise. 


By O. C. Coot. The Office, May, 
1948, p. 70:3. 





* PHOTOGRAPHIC BILLS may be the next big development in accounts re- 
ceivable and grow as rapidly as cycle billing has grown. Idea is to photograph the 
customer’s order, after it has been priced and extended, send him a photographic 
copy of it as the invoice. This system eliminates copying, rewriting, or writing 
bills and eliminates the hazard of error in copying. 
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When It’s Time to Go! 


ODAY, dismissing an office or 

plant employee is a technological, 
psychological, philosophical matter. It’s 
not—at least in the majority of in- 
stances—just plain “You're fired!” 
anymore, as it frequently was in the 
days of old, when unions were in knee- 
pants. Today management says, in ef- 
fect: “Let’s review the facts, listen to 
both sides, and see what we can do to 
keep this man on the job by eliminat- 
ing the cause of the trouble.” This more 
liberal dismissal policy is intended to 
soften the blow, correct injustices, mis- 
conceptions or misunderstandings, and 
give the worker another chance on 
another job, or time to locate else- 
where. 

Presented here are the highlights of 
the findings of a survey of company 
dismissal practices conducted by the 
author : 

A place for everyone and everyone 
in his place is the credo of Mystik Ad- 
hesive Products, Chicago. This firm 
believes that if an employee doesn’t fit 
into one type of work, this doesn’t 
imply that he wouldn’t fit into an- 
other department. Mystik has kept sep- 
arations at a minimum by its discovery 
that when one job doesn’t fit an em- 
ployee, another job somewhere else in 
the company will agree perfectly with 
the individual who is up for discharge 
because of inefficiency or inability to 
handle a given assignment. 

Similarly, Perkins Products Co., 
Chicago, is interested in fitting the 
round peg into the round hole, making 
release the course of last resort. 

Through its policy in the matter of 
dismissal pay, Encyclopedia Britannica, 
Chicago, insures equitable treatment of 
all cases in which termination of em- 
ployment is necessary. It isn’t always 
easy for a discharged employee to step 
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right into another job. Britannica, and 
many other firms, recognizing this, are 
erasing some of the fear associated 
with being fired. The table below shows 
the amount of separation pay to which 
Britannica employees are entitled: 


No. of months employed Severance pay 





0-3 none 
3-15 1 week’s salary 
16-27 2 weeks’ salary 
28-39 3 weeks’ salary 
40-51 4 weeks’ salary 
52-63 5 weeks’ salary 
64-75 6 weeks’ salary 
76-87 7 weeks’ salary 
88-99 8 weeks’ salary 

100-111 9 weeks’ salary 


112-123 10 weeks’ salary 
124-135 11 weeks’ salary 
136-147 12 weeks’ salary 
148-159 13 weeks’ salary 
160-171 14 weeks’ salary 


Should a Britannica employee feel his 
case was not given due’ consideration, 
he may present it to officials of the 
company, who investigate the facts. If 
the decision is still unsatisfactory, the 
employee may appeal the matter to the 
firm’s president for review and _ final 
action. 


All discharge cases at Geo. A. 
Hormel & Co., Austin, Minn., follow 
a certain general pattern. If an em- 
ployee is deemed unsatisfactory, a no- 
tice must be issued to him in writing, 
stating why he is not felt to be doing 
satisfactory work, or warning him 
about excessive absenteeism or tardi- 
ness, as the case may be. Before a 
written warning is issued, this com- 
pany holds, the employee should be 
informed verbally of his shortcomings 
several times. If a worker receives 
three warning notices within a six- 
month period, he may be discharged. 

At Reeves Pulley Co., Columbus, 
Ind., an employee dismissed temporar- 
ily or permanently from a department 
is told to report to the personnel office 
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for an opportunity to state his case 
from his own viewpoint, to learn of 
what action the firm will take as to 
transfer, layoff, or discharge, and to 
make any further arrangements about 
employment. 

There is no written policy covering 
all aspects of separations of either of- 
fice or plant workers at Union Steel 
Products Co., Albion, Mich. In most 
instances where a worker has been rec- 
ommended for discharge by his super- 
ior, the union and management agree 
on what action is to be taken, avoid- 
ing prolonged discussions. Frequently, 
both sides decide to give the employee 
another chance. This “to err is human, 
to forgive divine” policy is proving 
highly satisfactory at Union Steel, ac- 
cording to company officials. 

At Fairchild Aircraft, Hagerstown, 
Md., every office or plant employee 
who is in any way unsatisfactory is 
given five warnings before being called 
for an exit interview. 

At Diebold, Inc., Canton, Ohio, a 
discharged employee may protest his 


discharge to the industrial relations de- 
partment, and thus have his case thor- 
oughly investigated. In this way, the 
differences may be ironed out or the 
employee transferred to another de- 
partment; or, if the discharge proves 
to be justified, the findings of the in- 
vestigation are explained carefully to 
the discharged worker so that he un- 
derstands why he is being released. 
From the foregoing, it is evident that 
no hard and fast pattern can be fol- 
lowed in discharging employees, since 
individual cases must invariably be 
considered on their merits. Manage- 
ment, however, must remember that 
discharge without sufficient advance 
notice can create unnecessary hard- 
ship for the individual being let go. 
Cutting off an employee from his source 
of income without sufficient warning 
can bring suffering, fear, and discour- 
agement to the worker and his family. 
By Cart WINFRED SNYDER. Office 


Management and Equipment, October, 
1948, p. 39:9. ; 


Blind Dictaphone Operators Give Stand-out Performance 








Ons of the most noteworthy developments of the past year in the employment 
of the handicapped is the substantiation that blind typists can become stand-out 
performers with the help of the dictaphone. According to the New York State 
Employment Service, all eight dictaphone operators placed by the Service in New 
York City during the past year have proved more than satisfactory. 


One placement—that of a young blind woman with a large textile firm—is 
worthy of particular mention. This sightless young lady was so capable her 
services were in constant demand by all seven of the salesmen for one of the 
firm’s departments. She arranged a filing system in Braille, types telephone mes- 
sages for all of the seven when they are out of the office, has a phone with seven 
extensions, never fails to press the right button, keeps individual records for each 
of the salesmen—in short, is an invaluable girl-Friday. 


One of the nation’s largest insurance companies reports that a blind dictaphone 
operator is a stand-out among the hundreds who comprise its stenographic staff. 
Then there’s the large manufacturer of cameras, so impressed by the capabilities 
of one sightless dictaphone operator he requested the Employment Service to send 
him two more. 
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How Much Do Gamblers Take From Your Plant? 


O you know that organized gam- 
bling —an industry within in- 
dustry — may be stealing production 
time for which you are paying wages? 
It has an annual take of over a billion 
dollars. It’s impossible to calculate pro- 
duction losses from in-plant gambling, 
but a two-month study by Business 
Week of in-plant gambling in seven 
manufacturing centers reveals that: 


1. One out of every 250 employees was 
employed by a gambling syndicate 
as an in-plant agent. 

2. Illegal income of agents varied from 
50 to 1,700 per cent of their legitimate 
wages. 

3. A dozen workers regularly employed 
at the plant will apply for every 
agent’s job which is open. 

4. The agent’s risk of being seriously 
punished if caught is relatively slight. 

5. In plants of a thousand or more, an 
average of 10 per cent of production 
workers consistently gamble on the 
job, and about half the employees in 
these plants gamble at some time or 
other. 

6. In plants of less than a thousand, 
either almost nobody gambles or al- 
most everybody gambles. 

7. It’s nearly impossible for first-line 
supervision to be unaware that gam- 
bling is going on. 

8. Foremen or assistant foremen some- 
times act as gambling agents or over- 
look gambling activities in return 
for a “cut.” 

9. In-plant gambling is a much more 
highly organized business since the 
war, involves national syndicates as 
never before. 

10. Numbers (policy betting) ranks first 
in importance, with handbook (horse 
races) second, football and baseball 
pools third (either blind lottery on 
high scores or team selection). 

11. Largest “return to a customer” was 
$40,000 on the winning ticket in a 
horse race lottery, paid an open- 
hearth helper at an Eastern mill. 

12. Union shop stewards have been found 
acting as gambling agents, but in no 
case was this found to be sanctioned 
by the union. 
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13. Few unions will protest company ac- 
tion against gambling ; some are pre- 
pared to cooperate in stamping it out. 

14. There have been strikes protest- 
ing the discharge of men discovered 
to be agents. 

15. Management can put an end to gam- 
bling on the job. 

The attempt on the life of Walter 
P. Reuther, president of CIO’s United 
Auto Workers, led Detroit police to 
question gambling syndicate personnel 
whose in-plant operations were being 
impeded at Reuther’s direction. Large 
unions have more than a moral revul- 
sion against the practice. Their repre- 
sentatives may be corrupted—induced 
to become syndicate agents. A shop 
steward free to circulate around his 
department on union business, makes 
an ideal in-plant agent, for example, 
as there is a premium on mobility in 
such jobs. This involves the union, 
to its discredit, in the gambling opera- 
tion. Furthermore, the union some- 
times becomes the alibi for a skimpy 
pay envelope. The gambling wage 
earner explains his losses for the week 
to his wife as a “special union assess- 
ment.” 

Business Week reporters surveyed 
seven industrial metropolitan areas. 
Here are some of their findings: 

Detroit. The take from auto plants 
alone is about $20 million. About half 
of this goes for handbooks, 30 per 
cent for numbers, 20 per cent for base- 
ball pools. Actually numbers are more 
popular than handbooks, but bets are 
smaller, ranging from 10 to 50 cents, 
though it’s not unusual for a player 
to buy 10 or 15 numbers slips a day. 
Regular “writers,” usually hooked up 
with a syndicate, operate a regular 
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stand inside or just outside plant gates 
where they can be found by bettors 
at certain hours. 

Numbers “writers” get a fourth of 
the bet as commission. Bookers get 
10 per cent and collectors, who pick 
up the slips and deliver them to head- 
quarters, get 10 per cent. Much of 
the bet money is turned over to col- 
lectors in the following ways: (1) 
through truck drivers who come in 
and out of plants on regular schedules ; 
(2) by dropping money and slips 
wrapped together from plant windows 
at prearranged times to the collector 
waiting below; (3) by handing money 
and slips to someone (like a cafeteria 
employee) who leaves the plant earlier 
than the regular shift; (4) by de- 
livery to a collector outside the gates 
at lunch hour. 

The “writer” doesn’t know who runs 
his racket; his only contact with the 
syndicate is the collector. Payoffs are 
made the day after bets are taken. 

Most plants in Detroit employing 
100 or more have some kind of or- 
ganized gambling. A plant of 1,000 
employees will have three or four 
numbers writers, one or two handbook 
writers. While management frowns on 
gambling and summarily fires em- 
ployees arrested for gambling, it does 
not encourage the police to make ar- 
rests on company property. On the 
average, police arrest one or two em- 
ployees a week in a fair-sized plant 
as a result of leads from police stool 
pigeons. Generally the men arrested 
get charged with a misdemeanor and 
pay $25 fines. 

Cleveland. There is daily gambling 
in practically every plant with 200 
employees or more. Half of Cleve- 
land’s numbers writers have regular 
stands in industrial plants. Syndicate 
men insist there is no payoff to plant 
guards and protection men. Most plant 
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protection squads know about the 
gambling but have no orders to stop 
it so they look the other way. One 
Cleveland employer concluded it would 
be too much trouble to stamp out 
gambling, so he passed the word down 
the line that betting would be done 
without drawing employees from their 
work stations. 


Akron is phlegmatic about its in- 
plant gambling. A $2-million-a-year 
numbers racket flourishes in three 
major rubber plants. Protection offi- 
cers consider gambling inevitable. Any 
employee can place a bet either in the 
plant washroom or on plant elevators. 


Buffalo follows the Akron pattern 
except that baseball and football pools 
are a much bigger item. And large 
locker-room crap games, common na- 
tionally during the war, still flourish. 
Most spontaneous gambling has fallen 
off in the face of postwar plant dis- 
cipline, however, leaving the field 
largely to the syndicates. 


Pittsburgh is a big numbers center, 
where bets can be placed in a taxi, 
a movie, or the corner newsstand. In- 
plant betting is operated purely as a 
convenience to the bettors—not, as in 
other places, because a big plant makes 
a good cover for the gambling business. 
White-collar workers bet, too. Prac- 
tically every office with more than 
20 employees has one employee who 
either runs his own numbers or repre- 
sents a syndicate. Estimated take for 
the Pittsburgh area is over $2 million 
a week. 

The steel union and management 
seem to shut their eyes to plant betting, 
though the union maintains it will 
support management penalties against 
employees who persist in writing tick- 
ets after being warned. 

Chicago. Ponies seem to be more 
important than numbers, explaining 
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why information was so hard to get 
on Chicago. The system is so power- 
ful, so entrenched and so efficient that 
it can keep out cheaper forms of 
gambling to a great extent. It is known, 
however, that bets can be placed in 
almost any of the area’s 5,000 plants, 
and 24-hour-a-day gambling houses are 
easy to find. 

San Francisco. Numbers and horses 
are strictly secondary to lotteries. 
Unions have nothing to do with lot- 
teries, despite their titles (Teamsters’ 
lottery, Pressmen’s lottery, etc.). Lot- 
teries are shut down periodically and 
periodically start up again—now op- 
erating at low gear, as is bookmaking 
these days. There is less in-plant gam- 
bling than in any other major city, 
though spontaneous crap games are 
prevalent in the waterfront trades. 


The Group Oral 


HE measurement of personality 

characteristics remains the major 
testing problem in personnel selection. 
Written and performance tests have 
repeatedly demonstrated their values, 
but no claim is made that they meas- 
ure personality. Civil service commis- 
sions, therefore, have generally used 
the oral test as the principal device for 
measuring personality, though few 
personnel agencies are satisfied and it 
has been used chiefly for want of 
something better. 

Recent improvements in oral tests 
include (1) an increase in the relia- 
bility of the score by use of prepared 
rating sheets and by more careful se- 
lection and training of raters; (2) 
standardization of the interview 
through the use of prearranged ques- 
tions; and (3) accumulation of more 
definitive information on the candi- 
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Different management attitudes to- 
ward the gambling problem were 
encountered in the survey. Some 
employers refuse to admit gambling 
goes on in their plants even when con- 
fronted directly with evidence as to 
its existence. Others admit it but are 
unwilling to do anything about it. 
Some try to confine it to the locker 
rooms during lunch and rest periods, 
while others wage a continuous fight 
to stamp out all gambling in the plant. 
There have been some joint union- 
management campaigns against gam- 
bling on the job and the employer 
who wants union support in an anti- 
gambling drive can usually get it. 
Here is a fruitful field of union-man- 
agement cooperation. 

Business Week, August 21, 1948, 
p. 92:8. 


Performance Test 


date’s behavior (through such de- 
vices as the stress interview and the 
Ordway-O’Brien oral testing method). 
Four practical difficulties still re- 

strict the value of the oral test: 
1. No evidence is obtained on the in- 


dividual’s behavior in a group situation. 


2. Much of the validity of the test de- 
pends on the rater’s ability to draw out 
the candidate so that sufficient evidence 
can be amassed for rating purposes. 


3. The test does not reproduce a work 
situation. 


4. The time involved makes cost pro- 
hibitive for any examination where more 
than one or two hundred candidates are 
being tested. 

The Group Oral Performance Test 
seems to meet these difficulties. It was 
used by the British Army for officer 
selection during the war, is now in 
use by the British Civil Service Com- 
mission and is widely used by British 
industry. A variant was also used by 
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the Office of Strategic Services during 
the war. 

Having passed other parts of their 
examination, a group of six to eight 
candidates is given the task of discuss- 
ing topics related to the duties of the 
position to be filled. No oral instruc- 
tions are given, but a written state- 
ment of the task is placed before each 
person, with the injunction that he 
speak clearly enough to be heard by 
everyone in the room. The candi- 
dates then discuss the problem and its 
solution among themselves. The raters 
merely observe and rate their behavior. 


The candidates should be seated 
around a table in the center of the 
testing room, with the raters spread 
out around the room and _ sitting 
against the wall, close enough to hear 
everything that is said, but not so close 
that candidates will be overcome by 
their presence. 


It is important that the subjects for 
group discussion be within the techni- 
cal competence of all members of the 
group, since it is the aim to test each 
candidate’s personality, not to evalu- 
ate his knowledge. It is also vital that 
the tasks assigned be sufficiently stim- 
ulating to absorb the attention of the 
candidates so that they will tend to 
forget that they are being rated and 
thus behave normally. Generally, how- 
ever, candidates find this test more 
interesting than the individual inter- 
view. 


This test can come close to an actual 
work situation and affords the re- 
actions of each candidate toward the 
group and other members of the 
group. Leadership is clearly revealed, 
as is dogmatic leadership, over-aggres- 
Siveness, timidity and other important 
personality characteristics. In the first 
trial, the candidate taking the leader- 
ship may continue with it to the end. 
But in the second trial he may soon 
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lose it if he lacks some ability other 
than aggressiveness. 

In using this test, the British Civil 
Service Commission includes a task 
requiring the participation of each 
member of the group. In this way, the 
raters obtain a positive opportunity 
to rate the behavior of each candidate, 
since in some tasks one or more can- 
didates may keep silent. It has been 
noted, however, that those who do 
poorly when participation is not re- 
quired also do poorly when they are 
required to speak. But because posi- 
tive evidence is fairer, it would be 
desirable that one of the tasks require 
participation whenever this testing 
method is used. 

The types of behavior revealed may 
appear only by inference in the indi- 
vidual interview. How important they 
are depends, of course, on the position 
for which the test is being given. In 
any event, the more competent the 
group, the more difficult it will be for 
a candidate to assume leadership. This 
situation is a factor to be considered 
by the rater, who should rate the can- 
didate against the requirements of the 
position rather than by his perform- 
ance in relationship to the particular 
group in which he is included. 

When not enough information is 
presented on the task sheet for the 
group to come to some sort of con- 
clusion, the lack of definite informa- 
tion may result in the failure of a 
number of candidates to participate, 
but this does give the individual the 
opportunity to interpret the problem in 
his own manner. Since he is not being 
rated on his knowledge but on his per- 
sonality, this may give further scope 
to the behavior that can be observed. 

Length of testing time should be the 
length of the usual individual inter- 
view multiplied by the number of can- 
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didates. When time is an important 
factor, however, it is possible to reduce 
the total amount of time allowed the 
Group Test by as much as 40 minutes 
without sacrificing information neces- 
sary for reliable ratings, since individ- 
ual interviews must usually allow five 
minutes or more to put a candidate at 
his ease. 

It is assumed that an oral test will 
not be used for the evaluation of ex- 
perience and training. If it is used for 
that purpose, the Group Test might be 
used for the evaluation of the individ- 
ual and the usual type of oral test 





given for the evaluation of education 
and experience. 

The Group Oral Performance Test 
requires no skill of the rater in asking 
questions and his entire attention can 
be devoted to observation and rating. 
This test should be experimented with 
for use where behavior in a group 
situation is important to the job. For 
positions of lower grade the individ- 
ual interview might be retained, and 
for still higher levels it may be de- 
sirable to use both group and individ- 
ual oral tests. 

By Mitton Manpett. Public Per- 
sonnel Review, October, 1946. 


Contract Clauses Governing Promotion, Transfer, 
| and Assignment 


ROMOTION, transfer and as- 

signment clauses in union agree- 
ments deal with methods of shifting 
employees from one job to another 
which are consistent with employee se- 
curity and plant efficiency. Such 
clauses attempt to reconcile conflicting 
rights or claims: the right of an em- 
ployer to select employees for promo- 
tion or transfer and to determine the 
basis for selection; the right of em- 
ployees to request promotion or trans- 
fer. 

Some contracts provide for a “pro- 
motion from within” policy without 
specifying seniority as the basis for 
promotions. Such agreements com- 
monly state, however, that present em- 
ployees will be given preference over 
outsiders in promotions and in filling 
vacancies. Some contracts stipulate 
that an employer is to consult the 
union before hiring a new employee to 
fill a vacancy. The union may then 
present a list of possible candidates for 
the job from among the present work- 
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force. The following clause provides 
for consideration to union recom- 
mendations: 


The company shall promote employees 
at its own discretion. Recommendations 
for promotions by the union shall be 
considered. In granting promotions the 
company will give preference to the next 
lower grade of present presonnel, includ- 
ing laid-off employees of the company as 
appears in the job classification set forth 
in Appendix “A,” attached hereto. If the 
available employees in the lower classifi- 
cation are not capable of filling the job 
classification that is open, the company 
shall hire a new employee through its 
personnel department. 


Some provisions give union mem- 
bers preference in the filling of vacan- 
cies and in promotions. Usually such 
clauses are found in contracts provid- 
ing for a “preferential shop’ where 
union employees enjoy many advan- 
tages over non-union employees. 

The following clause permits new 
employees to be hired if there is insuf- 
ficient time for present employees to 
learn the job: 
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Promotions within the bargaining units 
will be based upon departmental seniority, 
provided, however, that when the depart- 
ment seniority list has been exhausted 
vacancies shall be filled from the waiting 
list of applicants from other departments 
according to their accumulated plant serv- 
ice; and provided further that the em- 
ployee can perform the job or learn the 
job within a reasonable time, except that, 
in cases of necessity where no applicants 
are available who can perform the job 
and there is insufficient time in view of 
such necessity to teach an applicant the 
job, a new employee may be hired for 
such vacancy. 

Some agreements provide for va- 
cancy posting either by simple notifica- 


tion or by complete job description. 


Restrictions on employees’ rights to 
bid or apply for vacancies are some- 
times found in agreements. An em- 
ployee may not be permitted to bid 
for another job for a set period after 
receiving promotion. He may lose his 
right to bid for a given period of time, 
or relinquish all claim to a job, if he 
refuses a promotion or refuses to bid 
on one to which his seniority entitles 
him. He may be considered ineligible 
for a stated period to bid again for a 
job on which he has failed. The re- 
quirement that an employee must re- 
main on the new job for a certain 


period also tends to restrict the fre- 


quency of promotions for the individ- 
ual worker. On the other hand, some 
agreements permit an employee to 
decline a promotion without prejudic- 
ing his future rights. 


Even where seniority applies in pro- 
motion, employers are frequently given 
the right to make exceptions. Particu- 
larly in the case of supervisory posi- 
tions, the employer is usually given 
free choice of candidates without re- 
gard to seniority, either specifically or 
through the coverage clauses which 
generally exclude supervisors from the 
terms of the agreement. Some agree- 
ments, however, require consideration 
of seniority in filling supervisory va- 
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cancies, or stipulate that present em- 
ployees shall receive preference over 
outsiders. 

Questions may arise over whether 
an employee with the required senior- 
ity for a promotion has the skill and 
ability necessary for the job. Manage- 
ment may retain discretion in deter- 
mining whether an employee possesses 
sufficient or equal qualifications as 
compared with other applicants. In 
some cases, the union may contest this 
determination of “skill and ability” 
through the grievance procedure and, 
in some instances, by resorting to arbi- 
tration. Occasionally, the union and 
management jointly determine an em- 
ployee’s competence for promotion: 

Seniority rights of employee’ shall 
prevail insofar as promotions, change of 
shifts, and jobs deemed by the employees 
to be more desirable are concerned, pro- 
vided the employees possess the proper 
qualifications. Said qualifications to be 
mutually determined between the em- 
ployer and the union. In the event that 
the parties cannot agree on an employee’s 
qualifications for promotion, change of 
shift or job, the oldest employee in 
seniority, having the approval of one of 
the parties involved, will receive the pro- 
motion, change of shift or job. This shall 
not apply to promotions outside of the 

bargaining unit as described in Article A 

(scope of bargaining unit). 

Some agreements explicitly affirm 
management’s rights to transfer or to 
assign employees to work within the 
plant as a managerial prerogative; 
others set limitations on the exercise 
of such rights. Such limitations may 
take the form of a requirement that 
transfer first be discussed with the 
union, or, more strongly, that trans- 
fers be approved by the union; that 
transfers be allowed only with an em- 
ployee’s consent; or that transfers be 
allowed at management’s discretion 
only under certain specified circum- 
stances. 


Other transfer restriction clauses 
limit the number of times an employee 
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may be transferred within a given 
period or provide that the union may 
initiate a grievance on. transfers. 
From Promotion, Transfer, and As- 
signment (preliminary draft of a chap- 





ter for a revised edition of Bulletin 
686). Industrial Relations Branch, 
Bureau of Labor Statistics, U. S. De- 
partment of Labor, Washington, D. C. 
1948. 54 pages. 


Cooperation Between Industry and Education— 
A Practical Approach 
By J. J. SHEERAN, JR. 


Training Director 
Personal Products Corporation 
Milltown, N. J. 


€¢Pe DON’T know what’s the matter 

with the kids these days, but 
they’re not the way they used to be.” 
Such statements as this are coming 
more and more frequently from all 
quarters of business and industry. 
Foremen complain, office supervisors 
gripe, personnel men go quietly crazy 
trying to staff their organizations with 
employees who will fit, stay, and grow. 

What has happened to evoke these 
comments on such a wide scale? How 
serious is the problem, and what can 
we do to correct it, to condition our 
youths to take their place in the busi- 
ness world? 

The evidences of the shortcomings 
of modern youth, as viewed by in- 
dustry, are numerous. Absenteeism, 
job shopping for highest wages only, 
remarkable independence, excessively 
high expectations of the types of jobs 
they can fill and will take, only a 
superficial acquaintance with the three 
R’s, and a changed attitude as to 
decorum—all attest to the changes that 
have occurred and are working to the 
detriment of both the individual and 
industry. 

To too great an extent industry 
has taken a negative attitude to the 
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problem. Management has shrugged 
its shoulders and said, in effect: “I’m 
too busy. Besides it isn’t my problem. 
Let the Board of Education or the 
P.T.A. or somebody else worry about 
it.” But the fact is that it is manage- 
ment’s problem. The students of June 
are July’s operators, clerks, mechanics, 
and salesmen. They will staff our or- 
ganizations whether we are 100 per 
cent satisfied or 50 per cent dissatis- 
fied with them. 

Our problem, then, is to determine 
how to instill in these youngsters a 
feeling of responsibility, a realization 
of the role they must fill, a willingness 
to do a good day’s work, a desire to 
improve their own abilities and per- 
formance, and all the other qualities 
that seem to be lacking in the young 
graduate. 

There is one specific solution to the 
problem that is remarkable for its 
obviousness and simplicity. It is based 
on the fact that undergraduates are 
grossly ignorant of what they may 
expect, what they can and cannot do, 
and what is required of them. They 
are ignorant of those things only be- 
cause no one has bothered to tell them. 
Since they know little or nothing about 
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production, or office work, or sales, 
how can we expect them to come to 
us adequately prepared? In fact, in 
many cases, the information and ideas 
they possess are entirely inaccurate 
and misleading. It is into this breach 
that industry can and must step by 
offering its plant and office facilities 
to local schools. 

For the most part, high schools are 
willing and eager to supplement their 
vocational guidance work by occasional 
field trips to local plants and offices. 
Moreover, the schools approve of 
having business experts or specialists 
talk to the students. Tremendous 
weight is added to guidance work 
when similar advice is forthcoming 
from prospective “bosses.” 

A brief step-by-step outline of the 
evolution of the program currently 
being conducted by Personal Products 
Corporation is presented here as a 
guide for those who wish to facilitate 
the transition of students to the busi- 
ness world: 

1. For several years, our company 
has cooperated with a local high school 
to give actual office experience to 
seniors interested in clerical, steno- 
graphic, and secretarial work. Each 
year the school selects groups of five 
seniors who work in our offices for a 
five-week period. These groups are 
rotated during the school year. The 
school furnishes necessary transporta- 
tion, and the students report at 2:00 
p.m. and work until 5:00 p.m. 

Last year we were able to place five 
of the students in the organization 
after graduation. This phase of the 
program is working out well for the 
students and the company. While the 
students gain experience, management 
has an opportunity to look over likely 
Prospects for employment. 

2. To extend the benefits to other 
fields and trades and to assist students 
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who are undecided as to the type of 
work they desire, a slightly different 
approach was used—the reason, of 
course, being that some types of work 
are not readily adaptable to the pro- 
gram outlined above. Certain top ex- 
ecutives and department heads, men 
and women specialists in various phases 
of business, were requested to talk 
to interested groups of students. With- 
out exception, they proved willing to 
give as much time as would be re- 
quired. 

3. One of the local high school prin- 
cipals was contacted to determine to 
what extent we could be of assistance. 
His cooperation was immediately 
forthcoming. Arrangements were made 
for the writer to hold a conference 
with the school’s senior class to deter- 
mine the students’ areas of interest. 
As a result of this meeting, some of the 
group were found to be particularly 
interested in sales, some in produc- 
tion and manufacturing, others in en- 
gineering, still others in clerical and 
stenographic work. 

4. The school authorities did some 
initial screening and divided the class 
into groups based on interests. The 
company arranged and paid for bus 
transportation to and from the plant. 

We have found that the minor 
cost involved in bringing students to 
the plant is far outweighed by the in- 
creased effectiveness of the program 
when students are removed from the 
classroom atmosphere. Add to this the 
recognized principle of teaching that 
“telling” is not effective unless accom- 
panied by seeing or experiencing, and 
this step is adequately justified. 

5. Each group of students toured 
the plant or visited the departments 
most closely associated with their in- 
terests. At the conclusion of each tour 
or visit, the students sat down with 
one or two of the specialists from the 
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company for a round-table discussion. 
Naturally, the talks varied, but a pat- 
tern was established to cover all or 
part of the following with these groups: 

(a) The actual work involved—its re- 
quirements, rewards, good and bad 
features, etc. 

(b) The consideration of interests, apti- 
tudes, and abilities required. 

(c) The school subjects or experience re- 
quired for success in that field. 

(d) The opportunities for employment 
in that field. 

(e) The approach to secure a job—to 
include dress, attitudes, etc. 

(f) Miscellaneous — an opportunity to 
give a quick over-all picture of the 
workings of business, the necessity 
for teamwork and cooperation, per- 
sonnel policies, etc. 

Most of the mutual benefits of such 

a program sponsored by industry have 
been inferred or enumerated, but they 
will bear repeating: 

1. The students—perhaps our own 
children—benefit directly by this sup- 
plementation of their knowledge of 
business. 

2. The schools improve their voca- 
tional guidance facilities. In addition, 
their efforts in guiding are given added 
weight by the recommendations of 
specialists or experts. In a sense, “It’s 
right from the horse’s mouth.” 

3. The community relations pro- 
gram is enhanced. Industry’s efforts 
to aid the community’s children are 
viewed with interest and gratitude. 


4. If industry and the schools co- 
operate on a broad scale to build pro- 
grams such as this, better-conditioned 
young people will be placed in jobs 
that match their interests and abilities. 
Students will not need to shop for 
their niche, and industry will save the 
costs accompanying such dislocations 
and the training of misfits. 

5. Firms with vacancies can en- 
courage applications and at the same 
time can do some preliminary screen- 
ing for better selection. 

This program has proved gratifying 
to all concerned. Plans are now under 
consideration to extend the benefits 
to other schools and to reach the high 
school junior classes. Unfortunately, 
in most cases no one industry can offer 
coverage for all vocations. A manu- 
facturing plant cannot appeal to those 
interested in retail sales, nor can the 
small store offer much in the way of 
accounting or cost work. It is essential, 
then, for many forward-looking plants 
and business organizations to ‘coordi- 
nate efforts to assist the vocational 
guidance of youths in their communi- 
ties. This will pay tangible dividends, 
but even more important it will facili- 
tate the solution of a problem which is 
becoming increasingly evident and 
vexing. 


Intercity Wage Differences 


ACK of uniformity in pay is gen- 

erally brought out in any statisti- 
cal study of wages in the U. S. Even 
in the same occupation and industry, 
wages within a single community may 
vary considerably from one company 
to another. The measurement of dif- 
ferences in wage levels for compar- 
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able work is further complicated by 
marked differences in industrial com- 
position from area to area. Not only 
do industries vary widely in impor- 
tance from city to city, but some do 
not exist in many communities. 
Relatively few manufacturing in- 
dustries — except machinery, found- 
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ries, bakeries and some other food 
industries—are to be found in every 
one or nearly every one of the nation’s 
large cities. Nevertheless, 22 cities 
whose wages (1945-46) were recently 
studied by the Bureau of Labor Sta- 
tistics can be ranked according to lev- 
els of pay for the same occupation in 
the same industry as follows: 


EsTIMATED HourLty EArRNINGS— 
AVERAGE Factory WoRKER 
(OctoBErR, 1946) 


Relative 
(Median cities = 
City 100) Rank* 
New York ...... 120 1 
LS eee 115 Z 
Los Angeles .... 110 K 
Pittsbutgh ...... 110 3 
SEEING ocncsdaie'aie1 110 3 
San Francisco ... 110 3 
Portland (Ore.).. 110 3 
Cleveland ....... 105 8 
CHIRABO) on oisesai 105 8 
i 105 8 
Milwaukee ...... 100 11 
Philadelphia ..... 100 | 
Baltimore ....... 95 13 
Us oc re 95 13 
Indianapolis ..... 95 13 
Minneapolis ..... 95 13 
Houston... «oes 85 17 
Birmingham ..... 85 17 
a 7 85 17 
Richmond ....... 85 17 
Atlanta  .eccecccs 75 21 
Memphis ........ 75 4 | 








* Where two or more cities rank equally, 

the highest rank has been assigned to all 
such cities and the intervening ranks 
between them and the next city are 
omitted. 

In manufacturing industries, the 
cities paying relatively high wages in 
one industry generally stood above the 
average for the whole group. Thus, 
they might stand first in one case and 
fifth or sixth in another, but not first 
in some cases and fifteenth or twenti- 
eth in others. There was also a dis- 
tinct tendency for earnings to be 
higher in city areas of relatively heavy 
concentration of one industry com- 
pared to other cities. Thus Detroit 
typically paid the highest wages in 
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most metalworking industries and 
ranked first in chemical manufacture 
as well. 

Diversification in manufacture did 
not appear either to raise or lower 
the wage level within individual indus- 
tries, as shown by data for Chicago, 
Philadelphia, Baltimore and Boston. 
These cities held intermediate ranks 
between the high-wage areas and the 
lower-wage city areas of the South, 
whose important industries (lumber, 
textiles and furniture) are found main- 
ly in smaller communities. 

In non-manufacturing industries, 
San Francisco was the highest wage 
area, Seattle second. Portland, Los 
Angeles, Chicago, New York, Detroit 
and Cleveland ranked somewhat be- 
low them. Earnings were lowest in 
Birmingham, Baltimore, Richmond, 
Houston, Atlanta and Memphis. 

Although no definite hierarchy of 
average wage levels by industry has 
been established, it is well known that 
the metalworking industries generally 
provide higher wages than do textiles 
or furniture. Most city areas sur- 
veyed with outstanding average wages 
were important metalworking centers. 

Cities ranking above average pay 
for manufacturing as a whole held a 
position above average in almost all 
manufacturing industries considered 
individually, and the wage level of the 
average factory worker in a number 
of cities was appreciably affected by 
the importance of a particular high- 
wage industry or group of industries. 
For example, New York City’s lead 
is traceable chiefly to the predomi- 
nance of its high-wage apparel indus- 
tries, though it did not rank first in 
all industries. 

Some of the southern city areas, 
notably Atlanta and Memphis, are not 
heavily industrialized and their indus- 
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tries pay relatively low wages through- 
out the country. Their wage levels 
are therefore depressed by the pres- 
ence of low-wage industries as well 
as by lower pay for comparable work. 

Intercity variations in wages were 
distinctly greater than the differences 
in the cost of a city worker’s family 
budget. There were numerous dis- 
similarities, too, in the rank of indi- 
vidual cities in wage and budget cost 
levels. The cost of the budget varied 
by no more than 15 per cent, whereas 
the range in hourly wages amounted 





to about 45 per cent for the average 
factory worker. 

In short, there seems to be a dis- 
tinctly greater standardization of 
prices, particularly of food, through- 
out the nation’s large cities than there 
is in hourly wages. These are not new 
developments, although the position of 
many cities with respect to both wage 
levels and living costs has changed in 
the period from World War I to the 
period considered. 

By Liry Mary Davin AnD Harry 
Oser. Monthly Labor Review, June, 
1948, p. 599:6. 


Merit Certificates Encourage More Output 


NON-MONETARY incentive plan has cut direct labor cost 15 per cent at 
the Dixie Cup Company’s Easton, Penna., plant. Based on production- 
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machine running speeds determined by the standards department, the plan covers 
some 500 production workers. When a machine operator reaches 95 per cent 
efficiency for one day, she becomes an “honor” operator. On this occasion, the 
plant superintendent writes her a congratulatory letter. A “Certificate of Merit” 
either accompanies the letter or is given the employee by her foreman or a member 
of top management. 

When an operator drops below the predetermined efficiency level for a month, 
a letter is sent commending her for previous excellent performance and asking 
whether management can help her regain her former high efficiency level. A 
typical letter says: 

“Recently, in checking over the vortex department chart, it was noted that you 
had registered eight honor days in December whereas this month thus far you have 
been credited with only one. 

“Since you had such an excellent performance in December, we are wondering 
why there should be a decrease in production during this month. It is realized, of 
course, that starting with the first of the year the department was confronted with 
operating difficulties which hampered production. Every effort is now being made 
to correct these conditions. 

“The mere fact that you are listed as an honor operator indicates that you have 
been able in the past to perform your duties in the vortex department very satis- 
factorily. Undoubtedly, with your knowledge of the machines which you are oper- 
ating, you can inform us as to some of the reasons why production is not being 
maintained at a satisfactory level. We would indeed appreciate it if you would do 
so either by the medium of suggestion blanks, by jotting down any thought you 
have on the bottom of this note, or by an expression to your foreman or to the 
writer. 

This note is sent to the honor operators, in the hope that correction for some 
basic fault that has been overlooked will be suggested by the girls who are actually 
operating the machines. 

The net result of this program has been a substantial saving in direct labor 
costs, reduced turnover, improved morale, increased group competitive spirit, and 
the return of individual pride in accomplishment. 

As a continuing program, the efficiency score of each honor operator is posted 
monthly on departmental bulletin boards. This helps maintain the competitive, pro- 
ductive spirit. Before long, almost everyone in each department is on the honor 
list. Letters of praise to departments are another means of keeping group morale 
high. —Factory Management and Maintenance 5/48 
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Sound Recording Makes Collective Bargaining Easier 


EFORE Dan River Mills, Inc., Danville, Va., began using sound recording, 

all discharge interviews and grievance meetings were recorded by stenogra- 
pners. An expensive stenotypist was hired for arbitration conferences. She had 
to sit in on the entire proceedings, and the chances of her turning in a letter- 
perfect report diminished with each overtime hour. On occasion, a girl failed to 
record or transcribe a point later hotly disputed by the union, and this was 
considered a deliberate management omission. 

All notes of discharge interviews had to be typed at once against the possi- 
bility that the union would file a grievance. Now records need not be transcribed 
until a grievance is filed. Since the majority of disciplinary penalties are never 
disputed, many hours of needless work are avoided. 

Often a stenographer would have several notebooks of shorthand to be typed 
and consequently would spend days transcribing reports urgently needed by man- 
agement and the union. Now, even while a meeting is in progress, secretaries can 
be typing its proceedings, starting as soon as the first 15-minute disc is completed. 
If necessary, each member of the staff can help in transcribing separate parts of 
meetings to rush them through. 

Questions frequently arose concerning the manner in which a sentence was 
spoken. A recording of the actual conference or interview not only reveals what 
was said, but how. For example, the union disputed the discharge of one em- 
ployee for intoxication. The discharge recording was played at the grievance 
meeting, and when the union business agent heard the man’s voice, he closed 
the case. 

And there are other advantages: Discs are identical in size and are kept in 
envelopes with the names of those in attendance written on the face. Filing is 
simple and compact. 

Months of trial and error preceded successful installation of the system. 
Reflection of sound was the first difficulty. Acoustical tile had to be installed in 
the conference room. Table noises, shifting feet, and other clashing sounds were 
eliminated by furniture padding. Outside noises and the problem of ventilation 
(fans cause sonic interference) were both solved by angular glass ventilators 
which allow windows to be opened to the height of the ventilators and route all 
outside sounds toward the ceiling, where they are absorbed. 

Initial expense of the system is considerable, but it more than pays for itself 
in a short time. The union was won over as was management because the method 
puts all proceedings on “the record,” thus clearing up at the source the misunder- 
standings which can arise in the collective bargaining procedure to become 


additional disputes. 
—Franx E. Anperson in Industrial Relations 4/48 


Keeping Grievances Down 


LABAMA DRY DOCK & SHIPBUILDING CO., of Mobile, Alabama, 
believes it has found a time-saving answer to the problem of grievance 
handling at the yards: Settle the worker’s beef while it’s still fresh, right at the 





point of origin. The company formerly averaged one or two grievance committee 

! meetings weekly for its 5,000 employees. This summer, however, the yards went 
13 weeks without a single grievance committee meeting. 

| Here’s how it works: The industrial relations department has representatives 


in the yards during all shifts. If a worker has a beef, he tells it to the repre- 
sentative and they try to talk things out then and there. If it’s serious—involves 
a contract clause—the representative calls in one of the union’s shop stewards 
and they go to work on it. A grievance is carried over for a day or is sent to a 
grievance hearing only if it can’t be settled on the spot. That’s seldom the case. 

The formula isn’t new, but Addsco has been able to go further with it than 
i have most other companies because of excellent relations with its union, Local 18, 
; Industrial Union of Marine & Shipbuilding Workers (CIO). Addsco’s director 
of industrial relations credits “the intelligent leadership and sound labor policies” 
of Local 18 for success of the company program. Both agree that the point-of- 
origin handling of grievances would fall flat if either management or the union 


didn’t work to make it work. 
—Business Week 9/4/48 
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Harvester's Five-Point Racial Program 


FIVE-POINT program for han- 

dling the problem of the Negro 
worker through a policy of non-dis- 
crimination is working successfully at 
the plants of the International Harvest- 
er Company. The program, developed 
over the last 20 years in northern 
plants, is being used in the south for 
the first time at Harvester’s new Mem- 
phis plant. 

“To date,” says Ivan L. Willis, vice 
president in charge of industrial rela- 
tions of the company, “we have ap- 
proximately 2,500 employees working 
in the factory, and nearly one-fourth 
of them are Negroes. As Negroes show 
aptitude and ability, they are upgraded 
with the distinct understanding that if 
they fail to produce on their new jobs, 
they will be shifted back or dismissed 
from employment.” 

The five-point program embraced 
the following steps at Memphis: 

1. Long before the plant was com- 
pleted, a thorough survey was made 
of prevailing employment practices in 
Memphis, and a course of action was 
determined which went somewhat be- 
yond the current patterns of employ- 
ment opportunities for Negroes. 

At the same time, the problem was 
discussed with industry and civic lead- 
ers, and it was made clear that the 
company had no intention of approach- 


ing it from the standpoint of social 
reform. Leaders of the community were 
informed that the company was basic- 
ally interested in building up an effi- 
cient operation, and at the same time, 
offering equality of opportunity to all 
workers, regardless of color. 

2. An institution advertisement was 
run in Memphis papers explaining 
company industrial relations and em- 
ployment policies, including a clear and 
forthright statement of the company’s 
policy of non-discrimination. 

3. When actual hiring began, all ap- 
plicants regardless of color came to a 
common waiting-room. 

This was the first minor departure 
from the usual employment practice 
in the south. It was made clear to 
white applicants that Negroes would 
be placed on all jobs throughout the 
factory. 

4. The fourth step involved thorough 
physical examinations for all appli- 
cants, and rejection of all those who 
did not come through with a clean bill 
of health. 

5. All newly employed persons were 
asked to report for a preliminary in- 
doctrination course. Here again, white 
and colored people were not segre- 
gated. 


The Journal of Commerce, Septem- 
ber 10, 1948, p. 1:1. 





¢ INCLUSION OF COMPANY OFFICIALS, as well as union leaders, under 
the non-Communist affidavit section of the Taft-Hartley Act was the change in 
the law most often suggested by executives surveyed by the Conference Board on 
their reaction to the Act after one year of operation. The survey found that slightly 
more than one-half believe that, directly or indirectly, an improvement in their 
company’s employee relations has resulted from the Act; 46 per cent did not see 
any effect. None of the respondents believe the act has resulted in a deterioration of 


their company’s relations with employees. 
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Salaries of Personnel and Industrial Relations Executives: 
A Survey 


NE area of personnel research 

which has been largely over- 
looked is that concerned with the com- 
pensation of industrial relations exec- 
utives and personnel workers. Though 
a few limited surveys of personnel 
salaries have been conducted (see, for 
instance, the report of an investiga- 
tion summarized in the July, 1948, 
issue of PERSONNEL), the findings re- 
ported thus far have been of doubtful 
significance and usefulness because the 
positions surveyed often were not 
comparable. The wide range of sal- 
aries among different companies re- 
vealed in recent studies may be 
ascribed in large part to lack of stand- 
ardization of personnel job responsi- 
bilities and titles, as well as to actual 
inequities due to the varying impor- 
tance management attaches to person- 
nel functions. Apparently, many in- 
dustrial relations executives who have 
sought to establish sound job specifi- 
cations and wage structures for their 
factory and office forces have neglected 
to do so for their own staffs. 


An attempt to overcome the usual 
limitations of personnel salary sur- 
veys was made a few months ago by 
an AMA member company that was 
seeking to determine whether the 
compensation scale of its personnel 
staff adequately reflected individual 
responsibilities and relative worth as 
well as to learn how its rates com- 
pared with those of other firms. While 
only a small sample (eight companies) 
was surveyed for purposes of com- 
parison, these firms were selected be- 
cause it was felt they had well-or- 
ganized personnel divisions. In an 
effort to obtain comparable rates, the 
company conducting the survey pre- 
pared summarized descriptions of key 
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positions in its personnel department 
(see Appendix), and these, together 
with organization charts, were sent to 
the cooperating firms with requests 
for the following information: 


1. Total number of employees in 
company. 

2. Number of employees on per- 
sonnel staff. 


3. Range or rate for each position 
listed for which counterparts 
existed in their organizations. 


4. For positions listed that did not 
exist on their staffs, estimates, 
based on their best judgment, 
of the rates or ranges they 
would pay if they did have such 
positions. 

5. Any organization charts or po- 
sition descriptions which might 
help in comparing positions. 

Table 1 lists responding firms by 

number of employees and size of per- 
sonnel staff (companies No. 7. and 8 
did not provide this information). 
Size of workforce is, of course, a 
highly pertinent factor to be consid- 
ered in appraising. personnel. salary 
levels. eT ae 

Because of the wide differences. in 

organization among the participating 
concerns, it was found that many of 
the positions did not exist on a rea- 
sonably comparable basis in some of 
the firms surveyed. In some instances, 


TABLE I 
Company No. of No. i 

No. Employees Personnel 
rere 2,603 26 
Bienes 5.071 99 

ee eects ott 18,000 243 
Wana 14,273 140 

BY -avonads 22.000 48* 
Bckiues 4,586 46 


*Does not include Medical, Recrea- 


tion & Training. 
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PERSONNEL § 
Co. #1 Co. #2 

Director of Labor Relations $7,500 — $12,000 E —_ 
Assistant Director of Labor Relations 5000— 7,500E 
Director of Employment 6,000 — 10,000 E $5,500 
Employment Manager—Tech. & Supv. 5,000— 7,500E 

—Clerical 5,000— 7,500 a 

—Factory 5,000— _ -7,500E 
Assistant Employment Manager—Factory 3600— 5000E 
Director—Research & Compensation 6000— 10000E #£__.. 
Wage Plan Manager 5,000— 7500E 
Job Analyst 3,600— 5000 
Salary Plan Manager 5,000— 7,500E 
Director of Personnel Services 5,000— 8,000E 5,600* 
Recreation Supervisor 3,600— 5000E 3. 
Director of Training 6,000— 9,000E 7,000* * 
Manager—Engineering Training 5,000— 8000 
Instructors—Engineering Training 3600— 5000E 3 
Manager—Supv. & Factory Training 5000— 8000E #£._. 
Supervisor—Apprentice Training 3,600— 5,000E 
Instructors—Factory Training 3,000—  4000E 3. 
E— Company does not have similar position. Rate shown is estimated. 

* Includes Medical and Safety. 

** Includes Job Evaluation. 
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4,600 
11,700 E 
8,600 E 
00 — 5,100 
8,600 E 
7,700 E 
5,600 E 
10,500 E 
8,600 E 
6,300 E 
8,600 E 
5,600 E 
5,100 E 


$3,600—$5,160 
2,820— 3,960 
4,320— 5,160 
2,700— 3,500 
3,600— 5,160 


4,320— 6,120 
3,600— 4,320 


Co. #6 
$8,504—$13,000 
4,800— 7,008 


4,800— 
4,260— 
4,800— 
3,330— 
6,504— 
4,260— 
3,000— 
4,260— 
5,008— 8,004 
3,330— 4,530 
8,504— 13,000 
5,008— 8,004 
3,000— 4,002 
5,508— 8,004 
4,260— 6,000 
3,300— 4,530 


7,008 
6,000 
7,008 
4,530 
9,000 
6,000 
4,002 
6,000 


Co. #7 
$8,400—$12,000 E 


4,200— 
6,000— 
4,200— 
3,000— 
3,600— 


5,220— 
3,000— 
2,400— 
3,000— 
4,200— 
4,080— 
6,000— 
4,200— 
2,700— 
4,200— 
4,200— 
2,700— 


5,400 E 
8,400 E 
5,400 E 
3,900 E 
4,800 E 


6,360 E 
4,200 E 
3,600 E 
4,000 E 
5,400 E 
4,920 E 
7,200 E 
5,400 E 
4,200 E 
5,400 

5,400 E 
4,200 E 


Co. #8 
$9,300—$13,000 
5,500— 7,500 
6,300— 8,600 
4,300— 5,800 
3,400— 4,500 
3,400— 4,500 
7,100— 9,800 
5,000— 7,500 
3,400— 4,500 
5,500— 7,500 








US 
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the respondents declined to give esti- 
mated rates or found it difficult to 
do so. 

Table 2 presents the final results of 
the survey. The salaries given are 
those paid for positions which were 
sufficiently comparable in content to 
the position listed to justify their in- 
clusion, or (in the case of figures fol- 
lowed by the symbol “E’’) are esti- 
mated rates. Omitted from the tabu- 
lation is the top industrial relations 
position—in the case of the surveying 
company, Vice President in Charge of 
Personnel Division. 

It must be emphasized that, in some 
cases at least, the comparisons were 
borderline. In other words, while find- 
ings of this study provide a general 
indication of what a small sample of 
representative companies are paying 
(or would pay) for like jobs, the sta- 
tistics are too limited to warrant any 
useful conclusions about rates for spe- 
cific positions. 





APPENDIX 
Industrial Relations Job 
Specifications Used in Survey 
Drrector oF Laspor Rexations: (1). As- 
sists in formulating labor relations policies 
and procedures. (2) Administers labor re- 
lations program. (3) Assists in conducting 
negotiations with unions (plant and field). 
(4) Represents corporation in all collective 
bargaining matters. (5) Interprets~ labor 
contracts, policies and procedures. (6) Han- 
dles grievances and works with supervision 
to eliminate situations causing complaints. 
(7) Maintains contact with union officials 
and with employer associations (field opera- 
tions). (8) Keeps abreast of all develop- 
ments in labor relations, checking compliance 
with laws and regulations. 


ASSISTANT DrrEcTOR—LABOR RELATIONS: 
(1) Collaborates with foremen and shop 
stewards in the interpretation and applica- 
tion of the corporation’s labor relations pol- 
icy. (2) In the capacity of adviser, attends 
all first-step grievance meetings, and col- 
laborates with the foremen in an endeavor 
to settle such formal grievances at Step 1 
of the Grievance Procedure. (3) Acts as 
chairman at meetings between grievance 
committees representing the union and man- 
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agement at Step 3 in the procedure. (4) 
Prepares grievance reports and decisions, 
and distributes same to supervision, main- 
taining a complete master record of all 
grievance decisions for reference, to assure 
uniformity of operation within policy. (5) 
Visits the plants and spends ample time with 
foremen, shop stewards, and hourly employ- 
ees to initiate action to correct major or 
minor situations involving employee rela- 
tions, thus bringing the direct personal in- 
terest of management to such labor rela- 
tions problems. (6) Acts as_ veterans’ 
counselor and handles all matters pertaining 
to veterans’ affairs within the corporation. 


EMPLOYMENT Manacers: (1) Assist in 
formulating employment policies and pro- 
cedures. (2) Develop and maintain sources 
of personnel supply. (3) Responsible for in- 
terviewing, selecting, placement and follow- 
up of new employees (collaborate with 
supervision). (4) Coordinate transfers and 
promotions. (5) Responsible for exit inter- 
views and control of labor turnover. (6) 
Maintain personnel records. 


DIRECTOR OF PERSONNEL RESEARCH AND 
COMPENSATION: (1) Assists in formulating 
policies and procedures relating to wages, 
salaries, vacations, etc. (2) Administers 
corporation wage and salary policy. (3) 
Directs hourly and salaried job evaluation 
program. (4) Conducts periodic wage and 
salary surveys. (5) Responsible for prepa- 
ration of wage statistics, records and re- 
ports. (6) Checks compliance with laws, 
policies and procedures that have to do 
with wages and salaries. (7) Responsible 
for preparation of budgets and control of 
expenses for personnel division. (8) Con- 
ducts research on personnel policies, pro- 
grams and: practices. 


-- Wace Pitan Manacer: (1) Collaborates 
with supervision on various problems and 
complaints regarding the job evaluation 
program and wage plan. (2) Responsible 
for the preparation and review of hourly 
job writeups in order to maintain standard 
ratings and to correct inequities. (3) Con- 
sults with members of management and 
union job rating committee for their review 
and approval of new and revised job write- 
ups. (4) Collaborates with other depart- 
ments of Personnel Division and factory 
supervision on the proper job assignment 
and classification of hourly employees. (5) 
Responsible for maintaining wage statistics, 
records and reports, and for conducting 
periodic wage surveys and comparisons for 
wage control purposes. 


Jos Anatyst: (1) Under direction of 
the Wage Plan Manager, is responsible for 
gathering data on studying, comparing and 
evaluating hourly jobs. Also investivates 
and handles complaints about job ratings 
and checks specific cases. (2) Responsible 
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for studying hourly jobs and preparing de- 
scriptions and evaluations for approval. (3) 
Studies and checks hourly jobs to see that 
they are properly evaluated and makes rec- 
ommendations on any inequalities. (4) 
Handles inquiries and complaints from union 
officers concerning job assignments and 
evaluations, in order to prevent the pre- 
sentation of grievances on such cases (re- 
quests assistance of Wage Plan Manager 
when required). (5) Checks similar jobs 
as to content and rating factors to obtain 
relative comparisons and to maintain ac- 
curacy of evaluations. (6) Makes periodic 
surveys to determine whether workers are 
properly assigned. 

SaLtary PLAN MANAGER: (1) Respon- 
sible for the preparation and review of sal- 
ary job write-ups in order to maintain 
standard ratings and to correct inequities. 
(2) Collaborates with supervision on vari- 
ous problems and complaints regarding the 
position evaluation program and _ salary 
plan. (3) Collaborates with other depart- 
ments of Personnel Division and with su- 
pervision on the proper job assignment and 
classification of salaried employees. (4) Re- 
sponsible for maintaining salary statistics, 
records and reports, and for conducting 
periodic salary surveys and comparisons for 
salary control purposes. (5) Assists in 
checking for compliance with laws, policies 
and procedures pertaining to salaries. 

Director OF PERSONNEL SERVICES: (1) 
Assists in formulating policies and pro- 
cedures relating to employee activities and 
services. (2) Investigates, recommends and 
assists in promoting employee activities. 
(3) Supervises group insurance and other 
employee benefit programs. (4) Advises 
employees on personal problems. (5) As- 
sists in the handling of employee complaints. 
(6) Assists in keeping employees informed 
on matters of interest. (7) Participates in 
community activities concerned with em- 
ployee interests. (8) Supervises Service 
Club program. 

RECREATION Supervisor: (1) Acts as an 
adviser to employee clubs and organizations 
and assists in their organizing and main- 
taining active programs. Analyzes the need 
for and interest in specific activities, as re- 
quired. (2) Collaborates with community 
groups, such as Y.M.C.A., etc., in planning 
and arranging various intercompany activi- 
ties and competitions. (3) Assists in the 
handling of details in connection with the 
corporation’s Family Picnic, Christmas 
Party, service club, etc. (4) Collaborates 
with chairmen of specific committees ap- 
pointed for Red Cross, Community Chest, 
etc., assisting in the detail and advising from 
a promotional standpoint. (5) Responsible 
for the arrangements for special morale- 
building events set up by Personnel or Pub- 
lic Relations. 
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DirEcTOR oF TRAINING: (1) Assists in 
formulating training policies and programs. 
(2) Administers all training programs (em- 
ployee, management, engineering, appren- 
tice, veteran, etc.). (3) Maintains contact 
with professional, industrial and government 
educational organizations. (4) Recruits stu- 
dents for engineering and other advanced 
training programs. (5) Advises supervi- 
sion on training needs and programs. (6) 
Advises employees on outside educational 
opportunities. 


MANAGER—ENGINEERING TRAINING: (1) 
Responsible for the preparation of course 
outlines for the training of student engi- 
neers, dealer engineers, service mechanics, 
and for “tuition” courses open to general 
registration. (2) Serves as senior instruc- 
tor for technical training program and su- 
pervises the work of all other instructors 
assigned to these activities. (3) Responsible 
for supervising the training of student en- 
gineers when on assignment in the field. 
(4) Prepares evaluations of student engi- 
neers and makes recommendations concern- 
ing their placement. (5) Responsible for 
the preparation of teaching materials for 
classroom work and for their publication in 
the form of articles or texts. 


ENGINEERING INSTRUCTOR: (1) Assists 
in the preparation of course outlines for 
the training of student engineers, dealer 
engineers, service mechanics, etc. (2) Re- 
sponsible for conducting classroom and 
laboratory training sessions for student 
classes as directed. (3) Keeps abreast of 
students’ progress, prepares evaluations of 
student engineers, and assists in making 
recommendations concerning their place- 
ment at the completion of training. (4) 
Responsible for keeping abreast of the lat- 
est engineering theory and practice in the 
industry. (5) Assists in maintaining office 
routines such as correspondence, records, 
inventories, files, etc. 


MANAGER — SUPERVISORY AND FActToRY 
TRAINING: (1) Responsible for supervising, 
coordinating and periodically checking the 
work of regular and part-time instructors 
and conference group leaders. (2) Respon- 
sible for planning, developing, operating, 
coordinating and evaluating the industrial 
training programs for groups composed of 
administrative, supervisory, and mnon-man- 
agement employees. (3) Responsible for 
preparing the necessary outlines, training 
materials, etc., and for assisting in the 
preparation of supervisors’ manuals used in 
the training program. (4) Responsible for 
coordinating the objectives of the training 
program with the policies and procedures 
of the corporation. (5) Responsible for 
training instructors and conference group 
leaders for all industrial training activities. 


SUPERVISOR—APPRENTICE TRAINING: (1) 
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Responsible for scheduling the work proc- 
esses to be presented to apprentices, with 
the cooperation of the departments involved. 
(2) Supervises the general conduct of and 
length of time served by each apprentice in 
each work process and in related and sup- 
plementary training, and supervises the ad- 
vancement of apprentices in accordance with 
established standards. (3) Reviews and ad- 
justs suggestions, complaints, and griev- 
ances of apprentices, and prepares and 
maintains adequate records and periodic re- 
ports on apprentices. (4) Assists in the 
development and conduct of job operator 
training such as brazing, metal finishing, 
material handling, etc., as required, and 
maintains the necessary records of such 
training. (5) Responsible for the organi- 
zation of on-the-job training programs, in- 


cluding the preparation of applications for 
approval, course outlines, and for following 
the progress of employees included in the 
program. 

INSTRUCTOR—SUPERVISORY AND Factory 
TRAINING: (1) Responsible for conducting 
training sessions for various groups of em- 
ployees, such as supervisory, pre-foreman- 
ship, and clerical personnel. (2) Develops 
and prepares instruction materials to he 
presented to training groups (material coy- 
ering such subjects as application of poli- 
cies and procedures, installation of pro- 
cedures, special departmental training, etc.). 
(3) Prepares outlines, training manuals, 
and other supplementary training materials 
as required and assists in the development 
of supervisory manuals. 
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Profit-Sharing Plan Lowers Labor Costs 


INCE 1939, wages at Skilsaw, 
Inc., 27-year-old manufacturers 
of electric hand tools, have increased 
82 per cent. Raw materials purchased 
by the company have advanced 55 
per cent in price. Prices of the com- 
pany’s tools have advanced only 11 per 
cent in the same period. The company 
earned 78 per cent on its invested 
capital in 1947, and its price on each 
tool is within 50 cents or a dollar of 
prices charged by all competitors. 
Bolton Sullivan, president of the 
company, thinks the answer lies 
largely in one fact: Worker produc- 
tivity has increased 25 per cent at 
Skilsaw. And he thinks the company’s 
employee benefit plan is one of the 
chief reasons for this increase in pro- 
ductivity. 
It is our aim to share the profits of 
our company with every employee with- 
out asking them to take the risks of stock 


purchase. We believe that they are en- 
titled to a share of the wealth they help 
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to create, and we believe that our sharing 
profits with them as we do actually 
makes them part owners of the business, 
and encourages them to work as care- 
fully, as skillfully, and as conscientiously 
for us as they would for themselves. 

The company’s employee benefit 
plan is not simple. It cost the company 
$966,667 in 1947. Since its inaugura- 
tion in 1942, total cost to the company 
has been $2,556,976. Benefits to em- 
ployees accrue in several different 
forms. 

First, it should be made clear that 
the company’s wage scales are as good 
as, or better than, those paid for the 
same type of work elsewhere in Chi- 
cago. Employees are not required to 
contribute one penny of their own 
money to any benefit plan, nor are 
salaries shaved to help pay the cost of 
worker benefits. 

After three months to qualify, every 
employee has life insurance, the 
amount depending upon his or her 
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salary; the average is about $3,500. 
Employees also have disability, health, 
and accident insurance. All premiums 
are paid by the company. 

Twice a year employees receive a 
cash bonus. In 1947 the cash bonus 
paid at midyear amounted to 6 per 
cent of the salaries for the first six 
months of the year. At the end of the 
year another cash bonus, 10 per cent 
on the final six months’ salaries, was 
also paid. 

A Christmas bonus, in cash, 
amounts to one-half to five and one- 
half weeks’ salary, depending upon the 
employee’s length of service. Besides 
these three cash bonuses, employees 
receive paid vacations. 


These are little more than trim- 
mings on the real profit-sharing plan, 
which was participated in by 442 em- 
ployees at the end of 1947. Profit- 
sharing benefits are not paid in cash, 
but go into a trust fund administered 
by Continental Illinois National Bank 
& Trust Company of Chicago and 
three officers of Skilsaw, Inc. The 
trust is irrevocable, and the money 
cannot be borrowed even by Skilsaw. 

At age 65 each employee who re- 
tires is paid his or her share of the 
profit-sharing fund in cash. Under 
certain conditions, this money may be 
paid at age 60. If an employee is dis- 
charged because of lack of work, or 
because no job is available, he is paid 
in full. 

The employee’s vested interest in 
the fund increases at the rate of 10 
per cent annually. That is, when an 
employee has been in the profit-shar- 
ing group for five years, he may re- 
sign and draw out 50 per cent of his 
vested interest. By the time he has 
been in it 10 years, he has a 100 per 
cent vested interest in his share of this 
fund. 


The amount of each employee’s in- 
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terest in the profit-sharing fund is 
based upon his salary. He must work 
for the company at least a year before 
being eligible for a share. 


There is a considerable tax saving 
to the employee by not paying the 
profit-sharing funds in cash. There 
is no tax on funds set aside, nor is 
there any tax on earnings of the fund. 
If the payments were made in cash, a 
considerable deduction would be made 
for income taxes, thus reducing the 
amount of the benefit to the employee. 


There is still one more feature to 
the plan. Certain key employees re- 
ceiving salaries over $3,000 a year and 
with five years’ service are benefici- 
aries of a pension plan. At the end 
of last year, 103 Skilsaw employees 
were in this pension plan. The com- 
pany’s total contributions to it since 
1942, when it began, add up to $132,- 
082.04. 


The trust agreements provide that 
the company will pay into all em- 
ployee benefits a sum equal to a maxi- 
mum of 15 per cent of profits before 
taxes. Company officials are quick to 
explain that the plan has worked re- 
markably well, and that in the event 
of an industrial depression, the figure 
would not be so impressive. Tremen- 
dous sales gains have been enjoyed by 
the firm during 1946 and 1947, and 
work has started on an addition to the 
plant which will double its production 
capacity. 

The company asserts its labor costs 
have been cut as a result of the plan. 
Officials point to the fact that turnover 
is low, absenteeism almost non-exist- 
ent. 

It is interesting to note that during 
the six years since the plan has been 
in effect, stockholders have received 
$962,749 in cash dividends, while the 
employees have received in cash or 
have had set aside for them in the 
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profit-sharing fund a total of $2,566,- 
976. In addition to the cash dividends, 
the stockholders received a stock divi- 
dend worth $479,864 in cash when it 
was distributed in 1947. 

Many other ideas are in use at Skil- 
saw to improve employee relations. 
Free coffee is distributed twice daily. 
Uniforms are furnished women work- 
ers free. The coffee alone costs more 
than $1,000 a month. 

An officer of the company, asked if 
he thought the same plan would be 


effective in an industry producing sta- 
ple goods, where margins are thin, 
and where competition is extremely 
keen, replied: 


I will answer your question this way. 
I used to row on a team. When we were 
all pulling together and feeling right, we 
would average 40 strokes a minute. But 
when there was trouble, when we were 
not working together, the average fell to 
30 strokes a minute. I think our plan 
will work in any industry. 


By EuGENE WHITMORE. American 
Business, May, 1948, p. 8:3. 


‘Plus Business'’ Bonus for Greater Productivity 


VERYONE shares alike in the “plus business” bonus plan at the Micro Switch 
Division of the First Industrial Corporation, Freeport, Ill. Basic purpose of 
the plan is to reward employees for sales and production over and above the com- 
pany’s break-even point. Employees also are encouraged to devise improvements 
and new methods in factory and office to increase production, lower cost, improve 


quality, or make work easier. 


Bonus steps were established in thousands of units shipped over and above the 
break-even point. The firm was so confident the plan would work that a five-cent 
hourly bonus guarantee was incorporated in the plan. This is the equivalent of five 
bonus steps. Thus far, bonuses from five to 15 cents per hour have been paid. Ten 
cents or more per hour bonus has been paid over half the time. Recently the maxi- 
mum bonus was paid in four consecutive weeks. 

Bonus for each week is based on the amount shipped for that week, plus the 
shipments of the three previous weeks. This reduces the wide variations likely 
when each week is calculated separately. Bonus figures are posted weekly on bulletin 
boards which show all calculations, in advance of paycheck distribution. 

Employees have been told that rewards under the plan are not gifts; rather, 
they work to earn their share. New employees receive full explanation of the plan 
from Personnel before starting work. Productivity is high, going higher all the 
time, and production costs are going down. 

—M. W. Eaton in Factory Management and Maintenance 6/48 











AMA AUTUMN PRODUCTION CONFERENCE 


The Autumn Production Conference of the American Man- 
agement Association will be held on Thursday and Friday, 
November 18-19, at The Hotel Drake, Chicago. 
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The Fruits of Industrial Research 


WIDE variation in the propor- 

tion of products developed 
through research activities was indi- 
cated in the replies to a recent NAM 
survey of 645 concerns. The per- 
centage ranged from 1 to 100 per cent. 
Thirty-five per cent of the companies 
stated that all their present products 
resulted from their own research; 22 
per cent reported that from 75 to 95 
per cent of their products were so de- 
veloped; 17 per cent, that from 50 to 
75 per cent of their products were so 
developed; and 26 per cent, that less 
than half their products were so de- 
veloped. 


The importance of research to small 
concerns (i.e., those with sales under 
$500,000 per annum) is shown by the 
fact that approximately one-half of 
them stated that all their products 
were developed as a result of their own 
research. 


The value of its own research lab- 
oratory to the smaller concern is also 
indicated by the fact that about 40 per 
cent of companies with sales under 
$500,000 per annum reported that all 
their present products were redesigned 
through their own research activities. 
Thirty-eight per cent of all reporting 
companies Said all present items were 
so redesigned; 21 per cent, from 75 
to 95 per cent of their items; 16 per 
cent, from 50 to 70 per cent of their 


items; and 25 per cent, less than one- 
half. 


Many of the small manufacturers 
queried possess patents which are the 
fruit of their own research. The sur- 
vey showed that 27 of the smaller 
companies (those with annual sales 
under $500,000) have 423 such pat- 
ents—that is, an average of approxi- 
mately 15 patents per company. 
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Thirty-two firms with sales between 
$500,000 and $1,000,000 per annum 
reported 498 such patents, an average 
of 15 per company ; 57 firms with sales 
between $1,000,000 and $2,500,000 re- 
ported 979 such patents, an average of 
17; 76 with sales between $2,500,000 
and $5,000,000 reported 2,282 such 
patents, an average of 30; 60 firms 
with sales between $5,000,000 and 
$10,000,000 reported 4,963 such pat- 
ents, an average of 81; 76 concerns 
with sales between $10,000,000 and 
$30,000,000 reported 8,993 such pat- 
ents, an average of 118; and 78 com- 
panies with sales of more than $30,- 
000,000 reported 54,379 such patents, 
an average of 697. 


It is to be expected that the smalle1 
manufacturer would not have his own 
patent department, and 93 per cent of 
the concerns with sales under $500,000 
per annum said they did not. The 
proportion maintaining their own pat- 
ent department increased with those 
manufacturers having ‘sales between 
$500,000 and $1,000,000 per annum, 
30 per cent of them reporting they 
operated their own patent department. 
Most_.of. the smaller manufacturers 
availed themselves of an outside patent 
attorney. : 

The size of the staff of those com- 
panies maintaining a patent depart- 
ment varies with company size. The 
smaller firms’ staffs range usually 
from one to five patent attorneys, 
while one of the larger companies re- 
ported as many as 75 patent attorneys 
on its staff. 


From Trends in Industrial Research 
and Patent Practices. National Asso- 
ciation of Manufacturers, New York, 
N. Y. 80 pages. 
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Successful Good Housekeeping Program 


GOOD housekeeping program 
A has been in effect over a year at 
Chrysler Division of Chrysler Corpor- 
ation and is still going strong, with 
both interest and rivalry at high pitch. 
Chrysler has promoted similar pro- 
grams in the past but found that inter- 
est tended to wane after a while. The 
present program is unusual in that it 
has maintained interest for so long and 
obtained such good results. Major fea- 
tures are frequent periodic inspections, 
scorings, ratings, reports, and awards. 

Chrysler Division has two plants 
right across the avenue from each 
other. Each plant has two divisions. In 
planning the housekeeping program, 
management divided each plant into 
districts (each district embracing sev- 
eral departments) for purposes of 
equitable performance rating. 

The good housekeeping committee 
consists of the general materials su- 
pervisor, the plant engineer, and a 
representative of the general works 
manager’s office. Inspection tours 
throughout both plants are made at ap- 
proximately two-week intervals. Early 
in the program, divisional superin- 
tendents were notified in advance of 
tours so they could spruce up their de- 
partments, but present practice ‘s to 
keep the time of the tour secret until 
the morning of the day it is to be made. 

Divisional superintendents appoint 
inspectors and submit to the committee 
a list of the inspectors—all salaried 
personnel (foremen, tool engineers, 
tool-trouble men, time-study men, 
maintenance men, plant firemen, and 
others ) , totaling some 30 men. “Guides” 
are permanent appointees who show 
the inspection groups through their 
districts and sign score sheets after 
the tour is over. 
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The score sheet for inside districts 
lists 31 possible infractions to be 
checked—for example, stock on win- 
dow sills, behind steam pipes and ra- 
diators, behind containers, under bins 
or benches, on ovens, on desks and 
cupboards, or under conveyors; rags 
and wastepaper under conveyor; ma- 
terial in aisles or not within the painted 
line ; line not painted ; clothing, gloves, 
Or aprons out of place; wastepaper 
and rubbish in skid boxes; rubbish 
containers out of place; toilets or cloak- 
rooms dirty; floors or stairways not 
swept ; general appearance of offices or 
shops sloppy; scrap material, mainten- 
ance material, tool boxes, tools and 
equipment, or broken and scrap tools 
out of place. One demerit is scored 
for each offense. 

For other offenses which are safety 
hazards of four kinds, two demerits 
each are scored: air, steam, and water 
leaks; gasoline tins not painted red; 
material blocking fire equipment; and 
material blocking doors, elevators, or 
exits. 

The score sheet for yards and roads 
lists 19 offenses. Five carry a penalty 
of two demerits each: (1) stock within 
six feet of railroad tracks; (2) fire 
equipment blocked; (3) stock within 
four feet of edge of dock; (4) gaso- 
line in unpainted drums; and (5) 
steam, air or water leaks. The re- 
maining 14 offenses, each of which 
rates one demerit, may be classified as 
lack of cleanliness or orderliness. 

When inspectors observe a violation, 
they give the guide an opportunity to 
explain it (he nearly always has a 
“good” excuse). Perhaps the janitor 
has swept up a pile of trash and just 
stepped outside to get his pan of 
shovel—but he shouldn’t have left it 
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there. So the district gets a demerit, 
anyway. 

In the afternoon, the committee as 
a group tours the plants to see whether 
offending conditions have been cor- 
rected and to give penalized depart- 
ments an opportunity to protest the 
demerits. This review is considered of 
major importance in the program’s 
success. 

After the tour, the committee checks 
the revised score sheets and makes 
awards. The cleanest district is awarded 
a large electric sign which pro- 
claims the fact. It is suspended in the 
most conspicuous location in the dis- 
trict. For the cleanest division there is 
a larger sign of similar type. Signs are 
moved promptly when unit standing 
changes, which always attracts plant- 
wide attention. 

The general works manager’s office 
maintains a chart of scores for each 
division mounted on a wing fixture 
in the conference room, where they 
are discussed with the groups which 
meet there. When a given division 
wins the award, this is indicated by 
a star on the chart. 


Top management has backed up the 
program in every respect. It has 


equipped the janitorial department 
with the tools and mechanical devices 
necessary to keep the plant clean, in 
some cases approving the assignment 
of additional temporary janitorial per- 
sonnel to a given department. The 
janitor foreman, incidentally, is not 
the one called on the carpet for in- 
fractions of the rules. It is the pro- 
duction superintendent who is held 
responsible for the condition of his 
area. 

The chief of the company’s fire 
department reports that there just 
isn’t any comparison between current 
conditions and those existing before 
introduction of the program. The regu- 
lar inspections, combined with double 
demerits for all housekeeping fire haz- 
ards, have reduced the latter to a 
minimum. The plant engineer finds 
that much waste has been prevented 
by the frequent inspections and 
double penalty for air, steam, and water 
leaks. 

Last but not least, the supervisor 
of labor relations reports that the pro- 
gram has had a salutary effect on 
morale, quality of workmanship, and 
absenteeism. 

By D. G. Barrp. Mill & Factory, 
August, 1948, p. 127:3. 


Work Stoppages During 1947 


INETEEN FORTY-SEVEN was a year of sizable strike activity in a period 

of high employment in which industrial production exceeded all peacetime 

records. Strike idleness was far less than in the record year 1946 and also less than 
in 1945, but it was greater than in any other year since 1919. : 

Approximately 3,700 stoppages occurred, in which 2,170,000 workers were in- 


volved. Idleness in establishments directly affected totaled 34,600,000 man-days, or 
about four-tenths of 1 per cent of total worktime estimated for industry as a whole. 
The average strike lasted from three to four weeks. About half the year’s stop- 
pages involved fewer than 100 workers each. By contrast, 15 stoppages involv- 
ing 10,000 or more workers each added up to 1,030,000 workers, or 47 per cent of 
the participants in all stoppages. They accounted for over 17,000,000 man-days, or 
about half the year’s total. ‘ 
Only in telephone, coal mining, and shipbuilding were large portions of major 
industries affected. In the telephone stoppage, which lasted approximately 44 days 
and involved 370,000 workers of an independent union, partial service was main- 
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tained in most areas by supervisory workers and dial systems. The coal stoppage, sellis 
involving 343,000 workers, was too brief to cause widespread shortage. And the (1) 
prolonged shipbuilding strike, covering some 50,000 workers, came at a time when (3) 
the industry was not pressed for production. cost: 
Stoppages in the construction industry, which had remained at a low level : 
during the war, involved about 175,000 workers, and three of the 15 major strikes knov 
in the nation involved this industry. areas 
Stoppages by independent unions accounted for 5.7 per cent of the year’s Et 
total, mainly because of the telephone controversy. AFL affiliates were involved in 
57.9 per cent, and CIO unions in 32.5 per cent of all stoppages. On the other hand, nega 
unafhliated unions represented 22.5 per cent of all workers engaged in stoppages, illust 
while the AFL represented 44.6 per cent and the CIO 26.2 per cent of the total. tor 
Strike time hit CIO workers hardest, with 34.3 per cent of total idleness, followed : y 
closely by independent unions with 33.9 per cent and the AFL with 29 per cent of sive. 
total idle time. ; to di 
Wage disputes, accounting for 61 per cent of all stoppages, were the most im- ritor 
portant single cause of strikes during the year. Wage clauses involved over 75 
per cent of all workers engaged in stoppages and some 88 per cent of ‘the year’s provi 
total idleness. chan, 
Problems of union recognition or representation for collective bargaining pur- situa 
poses were second only to wage issues in importance, accounting for about one out 
of every seven stoppages and some 5 per cent of the year’s time lost. creas 
Disputes over other working conditions, which caused almost a fifth of all ratio 
stoppages, were usually settled quickly. Thus they accounted for less than 5 per rons 
cent of all strike time. On the other hand, jurisdictional disputes and sympathy P 
strikes accounted for 4.3 per cent of all stoppages and less than 2% per cent of the oper 
year’s idleness. place 
—Don Q. CrowTHerR and Ann J. Hertiuy in Monthly Labor Review, 5/48 St 
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Cutting the High Cost of Selling 7 
sma 
OR many companies, the costs rep- cent development, but past failures | Also 
resenting the major problem in will not excuse future failure to con- | quan 
marketing have been largely product trol sales costs. Foresight in con- } small 
costs. Now there’s a significant shift trolling distribution costs pays off. | whicl 
in emphasis. Today it’s the h.c.s— Start your cost reduction now. Parti 
the high cost of selling—that’s moving While a real program is recom- | sell < 
into the spotlight. mended, don’t get the idea that an | feren 
Selling—treal, old-fashioned, sleeves- elaborate, time-consuming organizing } buyir 
rolled-up selling—is expensive. It was phase is necessary. Look at it this | likely 
expensive before the war and it’s even way: Every time you make a saving, Ch 
more expensive today. When the full you provide more breathing space for | whic 
impact of current higher cost elements profits. Tackle your largest cost item slight 
—salesmen’s salaries and expenses, first. Chalk up some savings. Then | more 
space costs, art and mechanical pro- move on to the next. You needn't | yct ne 
duction costs, etc.—is felt, pressure have an involved schedule. in th 
on profits is likely to be murderous. Major areas to explore are (1) Ch 
Effective tools for measuring dis- What are we selling? (2) To whom Sons 
tribution efficiency are a relatively re- are we selling it? (3) How are we 
Noven 
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selling it? Or, stated another way, 
(1) product lines, (2) market, and 
(3) sales force. Lower distribution 
costs result from increasing your 
knowledge in any one of these three 
areas. 

Emphasis on positive rather than 
negative methods is desirable. To 
illustrate, suppose you have a terri- 
tory in which sales costs are exces- 
sive. The positive approach would be 
to develop new prospects in that ter- 
ritory, new applications, or an im- 
proved territorial alignment. Those 
changes would tend to correct the 
situation by using the weight of in- 
creased volume to press the sales-cost 
ratio back in line. The negative ap- 
proach would be to eliminate sales 
operations in the territory or to re- 
place the salesman. 


Starting with the “what” area, or 
product line, one source of savings 
often overlooked is simplification of 
the line. Such savings are often dis- 
proportionately great. First, deter- 
mine the relative contribution of each 
item in your line to total sales volume. 
Then check the trend on each product. 


Watch especially for products now 
small in volume and getting smaller. 
Also for products on which the order 
quantity is typically small. Some 
small-order headaches arise from items 
which do not “fit” the product line. 
Particularly where salesmen have to 
sell one group of products to a dif- 
ferent type of customer from those 
buying your major products, costs are 
likely to be excessive. 

Check also for products in your line 
which differ from each other only 
slightly. You may combine two or 
more such products into a single prod- 
uct with advantages over the ones now 
in the line. 

Check for obsolescence of products 
from new developments in the indus- 
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tries you serve which may eliminate 
the need for them. When the sales 
force spends time and effort bucking 
what may be a basic trend, sales costs 
tend to mount. 

Your gross margin on different 
products should be kept in mind in 
pruning the line. Some products are 
priced lower than you'd like because 
of competition. If the return just 
isn’t attractive and you know your 
costs and methods are right, perhaps 
you should scrap them and let com- 
petition have that unprofitable volume. 


Finally, have a product audit made. 
At least your major products should 
be given a thorough and objective 
check against leading competitive prod- 
ucts. In the case of smaller items, 
physical tests with the customer’s re- 
quirements in mind may suffice. Or 
interviewing users may be effective in 
the case of larger equipment. 


At any rate, start out with these 
questions: Who uses your product? 
For what? You may be limiting the 
application of your product by train- 
ing your men to sell only to one type 
of customer. Are you forfeiting major 
new-volume opportunities to competi- 
tors by inflexible thinking? Find out 
how big your industry volume is to- 
day. 

How about a field check? One com- 
pany which charged 2 per cent of its 
sales force expense to a product con- 
tributing 2 per cent of total volume 
found that the men were spending 20 
per cent of their time selling that one 
item ! 

How many accounts do your sales- 
men have? What is the average size 
per account? Take each salesman in- 
dividually—don’t be fooled by general 
averages which conceal more than they 
reveal. What is the average order size 
per salesman? How many calls do the 
men make on each account? Too high 
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a call frequency, especially on pet ac- 
counts whose volume proves it un- 
warranted, can inflate cost. 

The salesman’s account load should 
be based on your estimates of ideal 
call frequency and should run slightly 
under the number he can spend full 


coverage through present distributors, 
especially in territories where volume 
is disappointing, may be the answer. 

You might also check for recent 
additions to the lines of other manu- 
facturers served by your distributors, 
Are they being lured away from your 
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prospecting, whereas too long * list Cost reduction is or should be a 8 
of accounts discourages prospecting. long-term continuing activity con- des 
When you sell through middlemen, ducted on a planned basis. There's per 
reconsider your distribution channels plenty of room for imp Potente ye pric 
in the light of today’s operations. You cost is too high if it’s higher than i - 
should examine your distribution pat- needs to be and most marketing costs poe 
tern, product by product, starting with fall in that category out 
those on which you are not yet achiev- : bus 
ing volume objective. Check also those By Ricuarp D. Crisp. Industrial | que 
which are slipping. Inadequacy of Marketing, May, 1948, p. 36:4. \ 
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A Study of Advertising Managers’ Salaries one 


N a study initiated last year, Printers’ Ink sought information on salaries, titles, 
and duties of the advertising managers of more than 350 manufacturing con- i 
cerns. At the time this report on the returns was prepared, 119 replies (33 per 
cent) to the questionnaire had been received. Companies were divided into six 
groups, by size of advertising budget: The lowest group spent under $50,000 an- 
nually and the highest, over $1,000,000. P 
Salaries of advertising managers ranged from a low of $3,400 a year to a 
high of $50,000. Some men were obviously underpaid—a great many as obviously 
given monetary recognition of specialized skills or of the importance of their 0 
function to company prosperity. Generally, the higher the advertising budget, the 
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higher the salary, with exceptions, of course. With more striking exceptions, the t 
larger the appropriation, the larger the department. i 0 
The highest salaries in each of the six budget groups may usually be explained 0 
by the fact that the executive in question performs one or more additional major b 
executive duties, such as sales management, direction of or participation in public y 
relations, editing of the house organ, sales training, research, publicity, management Chi 
of another office in the company. equi 
The lowest salaries in each budget group in some cases indicate management’s 
failure to appreciate the importance of advertising to the company. Many addi- 
tional burdensome chores attend some jobs, such as responsibility for product or i 
package design, editorship of style books, photography, responsbility for local radio ‘ 
programs—at salaries a truck driver might match. tt 
While over 56 per cent of the 119 companies use the title advertising manager 
for that position, the study shows that the same position is designated by 23 dif- ws 
ferent titles in the remainder of the organizations. Moreover, the findings indicate x 
that there is even less uniformity in the titles of the executives to whom the ad- 
vertising managers report. In 25 per cent of the cases, the advertising manager 
reports directly to the president; in the remaining three-fourths of the respondent aI 
companies, he reports to executives with 29 other titles. In short, the study reveals P 
great confusion as to the function and rank of the advertising manager and in- . 
dicates a glaring need for standardization of titles in this new profession. ” 
—Date Hovcuton in Printers’ Ink 12/26/47 and 3/5/48 : 
Now 
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Fair Trade: The Cold Facts 


RADITIONALLY, retail price 

cutting is a sign of normal com- 
petition. Many merchants also regard 
it as a clever tactic. Yet some retail- 
ers who have started out by shaving 
the price of a nationally advertised 
product have marched to their own 
destruction, carrying the manufacturer 
with them. Back in the terrible 30’s 
price cutting achieved such propor- 
tions that hordes of manufacturers 
were forced either to take the quality 
out of their products or go out of 
business. The second measure fre- 
quently proved the way out. 

With pipelines near the spilling 
point today, manufacturers, especially 
those in consumer goods, can look 
forward to price-cutting pressures. The 
answer, according to the proponents 
of fair trade, is resale price mainte- 
nance. Tallied up, advantages are: 


1. A manufacturer can put quality into 
his products without fear of price cutting. 

2. Wholesalers and retailers are re- 
strained from engaging in destructive 
price wars. 

3. Fair-traded items have powerful ap- 
peal because they yield a healthy margin 
of profit to distributors. 

4. Stable prices, obtained under fair- 
trade contracts, tend to serve as a drag 
on inflation. Fair-trade prices are more 
often controlled by production costs than 
by what the traffic will bear. 


Chief disadvantages, however, seem 
equally significant : 


_1. Distributors are tempted to overbuy, 

since they can force manufacturers to 
take back swollen inventories at cost if 
threatened with price-cutting “sales.” 

2. Price maintenance encourages man- 
ufacturer complacency by weakening the 
challenge of competitive pricing. 

3. Shrewd merchandisers who can 
shave product prices and pass savings 
along to consumers are penalized by 
fair trade. 

4. Should the product require some 

shot in the arm” sales tactic, like a 
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give-away—say a polishing cloth with 

each can of polish—the manufacturer 

must get all the details across in every 
state where he fair trades. 

Passage of the Miller-Tydings Act 
im 1937 allowed setting of a minimum 
price on trade-marked products. To- 
day 44 states permit fair trading, with 
Texas, Missouri, Vermont and the 
District of Columbia the exceptions. 
Yet forces in the Federal Government 
from the President on down, through 
the Department of Commerce and the 
Federal Trade Commission, regard 
the law as a violation of the Anti- 
trust Act and believe that fair trade 
has held prices up. 

Last year, for example, when the 
famous Newburyport, Mass., and Jack- 
son Heights, N. Y., plans reduced all 
retail prices in the community 10 per 
cent, fair-traded items were excepted. 
Furthermore, while the contention of 
the drug industry (which backed the 
1937 legislation) that fair-traded 
prices on 7,334 drugs and toiletries 
advanced but 1.39 per cent while the 
cost of living leaped 53 per cent is 
true, these items enjoyed excessive 
profit margins to begin with in the 
opinion of students of the situation. 

On the other hand, the president of 
the American Fair Trade Council 
can point to the unhappy experience 
of the Corning Glass Works, rescued 
from serious trouble by the 1937 leg- 
islation. A price war had erupted 
among three large New York City de- 
partment stores, where retail prices 
of certain Pyrex items were slashed 
over a third. At that time small re- 
tailers could buy the slashed items 
cheaper from one of the embattled 
stores than from their wholesalers. 

These retailers had the dubious 
choice of selling Pyrex items at a loss 
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or refusing to sell them at all. When 
the fair-trade law came into effect, 
however, signing of contracts estab- 
lished fair prices and Corning’s dis- 
tribution system was saved. 

Despite the somewhat impressive 
record of fair trade, big retailers and 
chains have persuasive counter-argu- 
ments—the strongest of which is that 
a retailer should be allowed to cut set 
prices on a nationally advertised prod- 
uct if he can do so and still show a 
profit. These outlets advocate active 
promotion of private brands in com- 
petition with fair-trade items, backed 
by the store’s name and underselling 
its nationally advertised competitor. 

Other antagonists of fair trade in- 
clude the powerful consumer groups, 
which urge consumers to study price- 
maintained products to see whether 
they cannot do without many of them. 

Before signing fair-trade contracts, 
any seller should make sure the prod- 
ucts in question meet three tests: (1) 
The product must be distinctive— 
clearly labeled with the trade-mark, 
brand or name of the producer or dis- 
tributor, for unless consumers can dis- 
tinguish between your product and 
others, it cannot be fair-traded; (2) 
it must be competitive since fair-trade 
contracts are not sanctioned for goods 
having no market substitutes; and (3) 
it must be sold in substantially the 
same form as it was at the time the 
resale price was fixed. Thus a seller 
can’t set prices for sales occurring 
after further processing. 


Many manufacturers prefer to 
sample fair-trade experience on a 
product in New York City or Chicago 
—principal areas where price cutting 
thrives. If results are favorable, pro- 
tection is extended to other states, 
However, some companies set up con- 
tracts in all 45 fair-trading states at 
once because this enables them to fea- 
ture retail prices in their national ad- 
vertising. 

Resale-price maintenance has prov- 
en most successful after a product has 
had time to find a price level accept- 
able to consumers. Manufacturers 
who fair-trade too soon after a prod- 
uct has entered the market may lose 
needed volume if initial prices prove 
too high but cannot be revised prompt- 
ly because of contracts. Certainly the 
time to fair-trade (if at all) is shortly 
after a suggested selling price has been 
kicked around. Fair-traders say, “Wait 
too long and nothing but a new genera- 
tion of consumers will bring your prod- 
uct back to its original status.” 

Fair trade can be applied at either 
retail or wholesale levels or both. 
Trend is toward double protection. 
Who can set resale prices depends on 
the state law. Twenty-one states per- 
mit only the owner of a trade-mark 
or his agent to fix prices. The other 
24 permit any seller to do it. Mean- 
while, the battle continues in the three 
remaining states for passage of fair- 
trade legislation. 

Modern Industry, March 15, 1948, 
p. 54:7. 





¢ THE U. S. A. may be “rolling in dough,” but two-thirds of all consumers are 
postponing purchases because prices are too high. Furthermore, one consumer in 
four will not make any purchase costing over $50 in the next six months. These 
harsh facts emerge from a recent Sales Management survey. The survey findings 
indicate that an increasing number of people are: doing more shopping around 
for values ; buying less expensive goods as a temporary substitute; spending money 
on repairs instead of replacement; buying less expensive substitute brands instead 


of preferred brands. 
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So You Want To Export! 


ITH the Marshall Plan swing- 

ing into full operation, and with 
increasing trade between the United 
States and Latin American countries, 
more and more business men are seek- 
ing foreign outlets for their goods. If 
you want to export, first find out if 
your product is marketable abroad. 
That is, can you sell at a profitable 
price? If a similar item, made in 
France, say, sells for less than your 
product after export from the United 
States, there is obviously not a good 
export market for your product. 

Is your product on the essential list 
of the country to which it is to be 
exported, so that it can qualify for 
dollar exchange? Each country has 
lists of essential and non-essential 
items. The economy of the country 
governs the essential list. In most 
countries, road-building equipment, 
construction material and _ supplies, 
electrical generating equipment and 
machinery parts for service are classi- 
fied as essential. 

But non-essential goods can be sold 
profitably if you are willing to wait 
for your payment and if your importer 
is a reputable merchant so that pay- 
ment in local money is assured. Per- 
haps six or seven months will elapse 
before you will be able to get this local 
money exchanged into dollars. The 
price you obtain must be profitable 
enough to warrant the cost of the 
credit, and your business structure 
must be financially able to afford the 
waiting period. 

Moreover, in dealing with local cur- 
rency, you must find a reliable bank 
in your importer’s country to exchange 
the money into dollars for you. If 
other conditions are also satisfactory, 
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then it may be profitable for you to 
export non-essential products. 

There are three kinds of exporters: 
(1) one who exports directly through 
his own export department; (2) one 
who exports through a manufacturer’s 
export agent but still remains the prin- 
cipal in the transaction; and (3) one 
who exports through an exporter to 
whom he sells his merchandise, and 
who in turn resells for his own account 
and risk. 

If you wish to deal directly with 
foreign countries, you will need to 
open an export department, which will 
contact your importers abroad. An 
organization like the writer’s firm 
(International House, New Orleans, 
a non-profit organization) will make 
such contacts for your export depart- 
ment. Samples of your product, prices 
and other information must be sub- 
mitted to prospective importers, and 
negotiations must stress method of 
payment and documents required. 
Wording of the agreements must be 
faithfully reproduced in letters of 
credit to avoid serious trouble in col- 
lecting funds against documents. 

Your export department requires 
no license unless you are exporting 
“positive list” scarce commodities, in 
which case you will have to obtain 
a permit from the Department of 
Commerce’s Office of International 
Trade for each shipment. The Depart- 
ment now gives would-be exporters 
more consideration than formerly in 
the granting of such licenses, though 
the “historical method” of rating the 
records of established exporters is still 
a factor. (Formerly most export 
quotas were reserved for those who 
had established America’s export trade 
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between 1935-39, when there were no 
controls. ) 


If you wish to deal through an 
agent or with an exporter, firms like 
International House will suggest agents 
or exporters and actually contact them 
for you. The agent who acts for a 
manufacturer is actually a foreign trade 
broker or jobber who finds buyers 
abroad. You submit your prices and 
other information to him, he makes 
the necessary contacts to develop your 
foreign market, and you pay him an 
agreed commission on each shipment. 


Exporting, if wisely transacted, may 
be profitable. But there are always 
risks. The government of a country 
to which you are exporting may con- 
trol the banks. Or the trade balance 
may change, reducing available ex- 
change. You must also consider trans- 
portation to the port of import. If 
your factory is on an inland waterway 
route, for example, you might sacrifice 
speed for cheaper rates by shipping 
your product via water. If your goods 
are perishable or costly, however, 
speed would take priority over cost. 
Such factors must be weighed in each 
individual case. 


Payment for your exports may be 
made by one of several methods, 
chiefly (1) a confirmed letter of credit, 
(2) an unconfirmed letter of credit, 
or (3) a sight or time draft. 


A confirmed letter of credit is equiv- 
alent to cash deposited in the bank 
and is payable when your product 
leaves its destined port of shipment. 
When the letter is confirmed, it guar- 
antees that the U. S. bank where you 
transact this business will pay the 
amount you contracted for the goods 
(minus its fee). 
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Here’s how it works: Your foreign 
buyer goes to his bank and requests 
the confirmed letter of credit. The 
letter should state that he will pay 
for a certain quantity of your product 
more or less (meaning 10 per cent 
either way). This is to protect him in 
case of loss or damage to your ship- 
ment. It will save you many a head- 
ache to consult your bank on the 
wording of these letters of credit. The 
importer’s bank will then issue a letter 
of credit for him if he has sufficient 
assets. After it has established the 
letter of credit at your bank and your 
product has been shipped, you will 
be paid. 


An unconfirmed letter of credit, 
which does not carry a guarantee of 
an American bank, should be avoided 
by the novice. 


A sight or time draft is attached 
to the ocean bill of lading and, as its 
name suggests, is due and payable in 
local currency upon presentation—but 
it may not be transferable into dollars 
if it does not rate under the priority 
exchange rules of the country in which 
you are selling. 


As an intelligent exporter, you 
should consistently educate yourself on 
world events, noting the financial status 
of foreign nations, changes in tariffs 
and export licensing policies, political 
and social conditions. Each year ex- 
porting is becoming bigger business 
in the United States. The prospective 
exporter can help world prosperity by 
keeping the flow of goods moving 
from port to port. He can aid in build- 
ing peace and closer relations between 
all nations. 


By MicHaet M. Mora. Sales Man- 
agement, September 1, 1948, p. 86:4. 
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Financial Management 





Depreciation and High Costs 


UR dollar just isn’t worth what 

it used to be. The woman 
who manages a home knows that to- 
day she cannot replace her household 
goods for anything like the amount 
she originally paid for them. This 
condition permeates our entire eco- 
nomic and industrial life. And it is a 
fair supposition that the dollar will 
not regain its value, say, in the next 
decade or two at least. 

A number of corporations in their 
annual accounts for 1947 attempted 
in some way to meet the depreciation 
problem that these conditions have 
created. Among the corporations which 
made such attempts, there was prac- 
tical unanimity on the question of the 
nature of the problem. The corpora- 
tions realized that they were not 
charging current costs of building, 
machinery, and equipment being cur- 
rently consumed in the process of 
manufacture into their costs of sales, 
while in most instances, labor, ser- 
vices, and materials were charged on 
an approximately current basis. 

In some cases, attempts were made 
to determine an amount to be deducted 
from income; in others, an amount 
was appropriated from surplus; and 
in still other cases, an amount was 
shown as a footnote or in the presi- 
dent’s report but not in the accounts; 
and finally, several companies merely 
mentioned in the president’s report 
the fact that depreciation was in- 
sufficient to cover current costs of 
plant, machinery, and equipment, 
without giving a definite figure for the 
deficiency. 


There is no doubt that the present 
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condition of plant, machinery, and 
equipment accounts throughout the 
country is a dangerous and an anoma- 
lous one. We have substantially identi- 
cal buildings, machinery, or equip- 
ment, capable of producing substan- 
tially the same type of product, valued 
at a scale of prices for different com- 
panies ranging from zero to the high 
inflated figures for the last two years. 
Two companies showing equal mone- 
tary amounts for net plant, machinery 
and equipment, and an equal monetary 
charge for depreciation may be repre- 
senting by those figures conditions 
which are widely and radically differ- 
ent. For instance, suppose that Com- 
pany A and Company B show in their 
balance sheets and income accounts 
substantially the same conditions: a 
net plant value of $500,000 and a cost 
depreciation, calculated on present 
methods, of $37,500. According to 
the plant account of Company A, this 
$37,500 represents the depreciation on 
plant which had an original cost of 
$1,250,000 (being: $500,000 for fully 
amortized emergency plant facilities; 
$500,000, purchases in 1938; $250,- 
000, purchases January 1, 1948), and 
—if we consider that present machin- 
ery prices are about 60 per cent over 
1939—a replacement value’ of $1,550,- 
000 (being: $500,000, emergency 
plant facilities ; $800,000, 160 per cent 
of $500,000 worth of machinery and 
equipment acquired in 1938; $250,- 
000, machinery and equipment ac- 
quired in 1948). Instead of an annual 
charge of $37,500, representing the 
cost of fixed property currently con- 
sumed in operations, the manufac- 
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turer should have provided 5 per cent 
of $1,550,000, or $77,500. 

Company B purchased its original 
plant 12 and one-half years ago in 
June, 1934, for $400,000, and in 1948 
purchased additional plant for $350,- 
000. Its original plant, depreciated at 
5 per cent for 12 and one-half years, 
would show a net value of $150,000, 
ahd its recently purchased plant would 
show $350,000. The depreciation 
would amount to $37,500. This manu- 
facturer had no emergency plant fa- 
cilities, however. If we increased the 
amount of his original plant by 60 
per cent, we would have a present 
gross replacement value of $990,000, 
on which depreciation for one year 
should amount to $49,500. 


There is nothing far-fetched about 
these examples, yet there is no doubt 
that the first manufacturer is consum- 
ing or using in his current operations 
plant, machinery and equipment of a 
productive capacity and value of over 
50 per cent more than that of the 
second manufacturer, but the balance 
sheet figures are precisely the same: 
$250,000 accrued depreciation, a net 
figure of $500,000, and a depreciation 
of $37,500. Does such a condition rep- 
resent facts of any sort, financial, eco- 
nomic, or operating? 

Certainly, if each manufacturer 
were using all his property on a cost- 
plus-fixed-fee contract for the gov- 
ernment, it would seem improper and 
unfair to give either contractor so lit- 
tle allowance for the use of his plant, 
machinery and equipment as $37,500, 
and it would seem equally unfair to 
make the same insufficient allowance 
to each contractor when the actual 
plant, machinery and equipment in use 
of one was more than 50 per cent 
greater than that of the other. 


It may be argued that depreciation 
on emergency plant facilities should 
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not be included in any calculation of 
cost for government purposes and that 
it is improper for the government to 
pay rent for the use of such facilities, 
On the surface there seems some jus- 
tice in these contentions. The permis- 
sion to write off for income and excess 
profits tax purposes emergency plant 
facilities in five years or less would 
seem to be almost the equivalent of the 
government’s paying for them, especial- 
ly if they were written off for excess 
profits tax purposes. However, the 
permission to write off emergency 
plant facilities in a short time was 
recognized as an incentive to the pur- 
chase of such facilities, and it was 
quite clear that the provision operated 
to some extent as a subsidy to those 
manufacturers who could not or did 
not wish to risk their own capital in 
the facilities required for the execu- 
tion of government contracts. 

Many other subsidies were granted 
during the war; for instance, on agri- 
cultural products and on certain stra- 
tegic metals. There is, so far as the 
author is aware, no proposal to penal- 
ize operations of agricultural or min- 
ing organizations which received these 
subsidies. 

It was, at one time, proposed that 
the government should take title to 
the emergency plant facilities on the 
ground that it had substantially paid 
for them. This question was debated 
in responsible and authoritative quar- 
ters, and it was decided that such a 
procedure would be unfair and im- 
practical. If it is clearly the intent of 
the government that emergency plant 
facilities should be considered as a 
subsidy, there is no reason or justifi- 
cation for discriminating against those 
manufacturers using emergency plant 
facilities, unfortunate enough to be 
operating on government contracts, by 
refusing a proper rental or other pay- 
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ment for the use of such facilities. 
This procedure would be equivalent 
to attempting to recapture a subsidy 
already given and approved by Con- 
gress. 

Apart from the inherent injustice 
of attempting to discriminate between 
classes of taxpayers and government 
contractors who received one type of 
subsidy, emergency plant facilities, 
and those who received other types of 
subsidies, such a discrimination is 
largely impracticable and could only 
operate to the disadvantage of the con- 
tractor who either was trying to be 
completely fair or was not very adroit, 
and the contractor who was willing to 
use any legal means of getting a fair 
return for the use of his property. 

This unhappy condition in plant, 
machinery and equipment accounts is 
not entirely due to higher prices. It is 
possible that if high prices were the 
only factors we had to contend with 
and if these high prices were consist- 
ently and uniformly expressed on a 
corporation’s books, we might readily 
devise some method of accounting on a 
cost basis which would give us the 
facts. However, when we have assets 
valued on a so-called “cost basis” 
ranging from zero to the inflated 
values of 1946 and 1947, it is difficult 
to maintain any great respect for the 
reliability or usefulness of such fig- 
ures. It certainly seems that the use of 
such figures in any sort of cost com- 
putation for any purpose is bound to 
be misleading and dangerous. It is well 
worth the effort to arrive at some ob- 
jective basis subject to reasonable 
check and verification for placing 
plant, machinery and equipment ac- 
counts on a realistic basis in agreement 
with present-day conditions. And it 
seems equally worth the effort to de- 
vise and maintain the records to ac- 
complish this. In my opinion it is en- 
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tirely practical by means of appraisal 
or index numbers to convert plant, 
machinery and equipment accounts 
kept on the various bases ambiguously 
known as “cost” to a consistent and 
uniform current value. Once that is 
done, the calcuJation of the consump- 
tion in current operations at current 
prices of such plant, machinery and 
equipment is not a matter of great 
difficulty. 

It is possible that this condition 
should be corrected in different ways 
for different purposes. For costs other 
than inventory costs, depreciation 
should be calculated on the basis of 
replacing productive property at cur- 
rent costs. This is roughly equivalent 
to renting the property to the custo- 
mers on a basis of current values. This 
rental idea is probably the soundest 
cost concept and would form a fair 
basis for avoiding discrimination be- 
tween government contractors when 
costs were used, for cost-plus-fixed-fee 
contracts, forward pricing or renego- 
tiation. 


For purposes of corporate accounts 
it would seem proper to indicate in 
some way the amount of depreciation 
based on the current value of produc- 
tive property. How this figure should 
be indicated and applied is having the 
earnest consideration of some of the 
outstanding accountants in the coun- 
try. 

There is little doubt that this condi- 
tion should be recognized for pur- 
poses of federal taxation. We already 
have the LIFO principle in inventory, 
the general effect of which is to charge 
against the current operations the 
most recent costs of materials. If we 
were able, each year, to buy just 
enough buildings, machinery and 
equipment to be consumed in _ that 
year’s production, we would have no 
problem. However, productive prop- 
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erty must be constructed and paid for 
many years in advance of its eventual 
consumption in operations. That it 
will be consumed is one of the basic 
concepts of the going-concern theory 
of business operations. Another is that 
the enterprise will continue and will 
need a replacement of some equiva- 
lent equipment. If we had an enter- 
prise where the physical additions and 
replacements each year were, say, one- 
twentieth of the total plant and the 
plant was being written off over a 
period of 20 years, we would charge 
into costs an amount about equal to 
the current additions on the assump- 
tion that the plant was being main- 


tained and the current value of the 
portion purchased each year would be 
about equal to depreciation on a re. 
placement basis. This would be a fair. 
ly close approximation to the appli- 
cation of LIFO to plant, machinery 
and equipment. It would have the fur- 
ther virtue of dealing with expended 
costs. The extent to which such a 
method is practicable and whether it 
could be sufficiently extended to 
remedy the present situation is an im- 
portant question. In any event, the 
general idea is well worth developing. 

By Maurice E. Petouser. The 
New York Certified Public Account- 
ant, August, 1948, p. 563:6. 


Dear Stockholder: 


O matter what the directorate 
and management of a corpo- 
ration may say or do, earnings are the 
most important factor in stockholder 
relations. The direct link between 
earnings and the stockholder is the 
dividend check. If it fails to reach him 
regularly or if it represents too low 
a return on his investment, he begins 
to search for reasons. The first place 
he looks is in the company’s annual 
and other financial reports. 
Corporations in increasing numbers 
are trying to make their financial re- 
ports understandable to the average 
stockholder. They are beginning to 
realize that the shareholder is a part- 
ner in the enterprise, no matter how 
small his investment, and they seek 
his interest, support and influence in 
promotion of the business and its 
products. They know that 12,000,000 
stockholders represent a powerful in- 
fluence on public opinion and may 
have important effects on business 
legislation. 
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Companies are issuing yearbooks, 
producing motion pictures, holding 
regional stockholder meetings, send- 
ing copies of speeches and articles by 
officials, general sales literature and 
reproductions of advertising to their 
stockholders. Some companies are be- 
ginning to send such interim reports 
as the semi-annual and quarterly earn- 
ings statements, required by the New 
York Stock Exchange of its mem- 
bers, formerly issued only to the press. 
Many companies now send a welcom- 
ing letter to new stockholders and 
some go so far as to send letters of 
regret to those who have sold their 
shares. The proxy statement required 
by the SEC is also being used here 
and there as a public relations docu- 
ment. 

The annual report, however, is the 
backbone of all material sent to the 
shareholder. To it he must turn for 
the essential information about the 
corporation which will determine 
whether he retains his stock or dis- 
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poses of it. This explains why the 
public relations departments of many 
corporations have taken responsibility 
for that part of the annual report 
which goes beyond balance sheets and 
profit-and-loss statements. 


Who constitutes the annual report 
audience? Everyone. The annual re- 
port reaches business men, dealers and 
competitors. If employees don’t see 
it, union officials do. Government sees 
it—brokers, bankers, nearly everyone 
—and stockholders first of all. It is 
doubtful that all can be made to un- 
derstand, believe, or commend finan- 
cial reports. But we should try to 
reach everyone we can. On the other 
hand, there is no reason why the lay- 
man must understand the language of 
accountants any more than he under- 
stands that of doctors, lawyers, archi- 
tects or engineers. 


In this writer’s opinion, balance 
sheets, profit-and-loss and _ surplus 
statements should remain about as 
they are. They are the accountant’s 
blueprint, his most effective means of 
conveying the financial facts about 
the business to company executives 
and government agencies. However, 
the great mass of stockholders, many 
of them women, must have this blue- 
print interpreted. 


The logical result of this thinking 
has been called the “simplified balance 
sheet.” Unfortunately there is a tend- 
ency even in these simplified accounts 
to carry over the esoteric language of 
the accountant. Obviously, only a 
small minority of stockholders under- 
stand such technical terms. And when 
you fail to gain understanding, you 
not only lose most of the point of your 
efforts, but you help to create distrust. 
The fact that only 41 per cent of 
those recently surveyed by Opinion 
Research “believe that most corpora- 
tions tell the truth about their profits” 
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may be due largely to the complexity 
of corporate reports. 


What is the purpose of the annual 
report? One of its objects is to meet 
the legal requirements of government 
and to observe the rights of the stock- 
holder under common law. Actually, 
however, the annual report should 
give an accounting of management’s 
stewardship during the year to the 
owners of the business. 

The public looks at the annual re- 
port with one interest: “What does it 
mean to me?” That is what the stock- 
holder wants to know, what the em- 
ployees ask, what the dealer and dis- 
tributor, the investment banker and 
the financial analyst ask as well. Un- 
less the report answers this question 
for all, there is little use in doing more 
than the law requires. 

At its first meeting to discuss the 
next annual report for my company 
(Nash-Kelvinator) the public rela- 
tions department and others concerned 
presented a suggested checklist com- 
piled after a survey of some 200 an- 
nual corporation reports: 

i. Mechanical—size, number of pages, 


cover and inside stock, offset or 
letterpress, etc. 

II. Cover design. 

III. Title page. 

IV. Listing of directors, officers (shall 
their pictures be used?), transfer 
agents, registrars, plant cities. 

V. President’s report: 

A) Introductory statement of cor- 


poration’s general situation, 
progress made during the past 
year, etc. 


B) Operating review: 

1. Effect of materials short- 
ages upon production. 

2. Relationship between ris- 
ing costs and selling 
prices of corporation’s 
products. 

3. Labor relations. 

4. Additions to plants and 
equipment. 

C) Financial review: 
1. Sales (with chart show- 
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ing prewar and postwar 
results). 

2. Earnings before and after 
taxes (with chart show- 
ing prewar and postwar 
results). 

3. Profit of subsidiary cor- 
porations. 

4. Disposition of earnings 
(with chart showing 
dividends and funds re- 
tained in the business 
for several prewar years 
and postwar years). 

5. Working capital and fi- 
nancing (with chart 
showing growth of work- 
ing capital over several 
previous years). 

D) Current operations and out- 
look : 

1. Current situation in ma- 
terials and supplies. 

2. Sales prospects—domes- 
tic and foreign. 

3. New model plans. 


4. Costs. 
5. Outlook. 
VI. Ten-year condensed consolidated 
balance sheet. 
VII. Ten-year condensed consolidated 


profit-and-loss statement. 
VIII. Current year’s financial statement: 
A) Consolidated profit-and-loss 
statement and surplus state- 
ment. 
B) Consolidated balance sheet. 
C) Auditor’s certificate. 


Accounting Procedures 


HE most objectionable and ob- 
structive tradition of accounting 
is conservatism, so-called. Many ac- 
countants feel that any proposal to 
broaden the horizon of accounting is 
effectively squelched if it can be 
termed “not conservative” or “con- 
trary to established practice.” Worse 
yet, conservatism in accounting appar- 
ently means to most accountants, on 
the one hand the understatement of 
assets and on the other, understate- 
ment of net income. 
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IX. Two-page product spread. 

X. Simplified balance sheet or “The 
Year in Brief.” 

XI. Notice of annual meeting. 


While all annual reports require 
time and effort in preparation—study 
and planning and countless revisions— 
no two annual reports present the 
same problems. In any case, however, 
care must be exercised not to give too 
optimistic a picture to stockholders 
lest changing conditions prevent ful- 
fillment of enthusiastic predictions. 
Many other pitfalls must be avoided to 
give the stockholder a true picture of 
the corporation in which his money is 
invested. 

While it is difficult to draw the line 
between what is extraneous and what 
is not, in general the annual report 
should not be overburdened as a ve- 
hicle for stockholder relations. Much 
of the material now going into annual 
reports might better be carried by 
other literature such as the yearbooks 
that seem to be gaining increased pop- 
ularity for this purpose. 

By Frep L. Brack. The Public Re- 
lations Journal, March, 1948, p. 19:5. 


and Private Enterprise 


These two practices are not always 
consistent, for if the cost of acquiring 
a unit of depreciable property is 
charged to revenue in the year of ac- 
quisition, the immediate result is un- 
derstatement of assets and earnings, 
but the long-run effect will be over- 
statement of income performance dur- 
ing the remainder of the useful life 
of the property in question. 

Deliberate suppression of certain 
types of assets is one outcome of the 
philosophy of understatement. An out- 
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standing example is found in the prac- 
tice of charging to capital “surplus” 
the costs of organizing an enterprise 
and raising the necessary funds. This 
is misrepresentation, not accounting. 

Back of this unwarranted practice 
is the persistent misconception in ac- 
counting circles that there is some- 
thing objectionable or suspect about 
any cost not represented by a specific 
tangible object—something one might 
stub a toe on. Actually, all necessary 
costs are incurred on the same basis 
and all have equal validity. 


The absorption of good will and 
other intangibles acquired also reduces 
the initial equity of the stockholder. 
Without attempting discussion here of 
the accounting problems involved, it 
is nevertheless obvious that omission 
of intangibles is just as improper as 
failure to disclose tangible resources, 
and it is mirepresentation, not conserv- 
atism, to do either. 


Suppression of costs of buildings 
and equipment is also common, while 
another practice is to neglect to capi- 
talize part or all of the transportation 
and installation costs involved in the 
acquisition of plant assets. There is 
also the tendency not to recognize 
fully assets acquired without cost, 
particularly those acquired through 
exploration, invention and develop- 
ment. 


The result of such practices is per- 
sistent understatement of property 
to an indeterminate amount. Common 
in earlier periods, these practices have 
been somewhat discredited, and it is 
to be hoped that the profession will 
exert influence to prevent their re- 
habilitation. That plant costs have in- 
creased sharply may be unfortunate 
but the condition is part of the present 
economic picture and hardly justifies 
arbitrary scaling-down of the actual 
costs of existing property. 
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In many companies, certainly, in- 
ventory costs are stated at substan- 
tially less than the total of all types 
incurred in the acquisition or produc- 
tion of goods on hand. All that can 
fairly be urged is that accountants set 
as a goal for measurement the total 
costs incurred represented by existing 
inventory rather than a varying de- 
gree of understatement. They might 
well give further attention, too, to the 
development of methods of applying 
non-inventoriable costs to periodic 
revenues, with provision for including 
in assets, under an appropriate head- 
ing, the amount of such costs reason- 
ably applicable to the future. 

Some understatements are unavoid- 
able. For example, it is difficult to 
trace the relationship between revenue 
and costs of development, experimen- 
tation and sales promotion incurred 
after the period of launching. Perfect 
treatment of this factor would involve 
careful sorting out and capitalization 
of every item of cost which contributes 
to the building up of the system and 
its future use, coupled with a scheme 
of amortization conforming to the 
“wearing out” of the component ele- 
ments of the system. The problems 
are obvious. 

Distinction should always be made 
between (1) deliberate, arbitrary 
write-off of acquisitions and (2) care- 
fully planned depreciation or amort- 
ization procedures that result in too 
rapid extinguishment in view of the 
actual life of the property. The latter 
is bound to occur from time to time 
because of the difficulty of predicting 
accurately the usual life span of an 
acquisition in the particular environ- 
ment. 

What, if anything, should be done 
by way of revising such past account- 
ing errors? In my opinion, if it is 
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definitely known that costs applicable 
to the present and future have been 
written off, an adjustment of past 
reckoning is imperative. Otherwise, 
new misstatements will be added to 
past mistakes. 


One school of thought disagrees 
with this view. It argues that a deci- 
sion once made as to depreciation or 
amortization should be irrevocable. I 
find it difficult to justify such a posi- 
tion. Actually, the same school of 
thought, frowning on downward -re- 
vision of amortization or depreciation 
rates, condones acceleration of rates 
where necessary. If the allowance can 
be corrected in one direction, why 
can’t it be corrected in the other? 


The problem of what to do about 
amortized “emergency” facilities hav- 
ing substantial peacetime uses has 
been the principal factor giving rise to 
the recent discussions on restoration 
of asset costs prematurely absorbed. 
In some cases these facilities represent 
the major assets of the companies 
which own them. Aside from prejudice 
against adjustments which result in 
an increase of total assets recognized, 
the chief objection seems to be based 
on the principle of double recovery. 
In other words, since total costs of 
these facilities was deducted from 
wartime revenues for tax purposes 
and so reported, total cost has been 


fully recovered and is not recoverable 
a second time. 

In my estimation the best treat- 
ment here is to report the credit aris- 
ing in the current combined income 
and surplus statement of such corpo- 
rations, specifically labeled as a cor- 
rection of earnings during the years 
the excessive charges were recorded. 

This is a plea for complete dis- 
closure of the total assets of the busi- 
ness enterprise. There is a real dan- 
ger to property rights and the institu- 
tion of private enterprise itself in per- 
sistent misstatement of existing assets, 
Already we have gone far in curtail- 
ing private initiative, impairing pri- 
vate property and instituting state 
control. Further strictures may hinge 
upon our failure to improve this sit- 
uation. 

The matter of earnings rates has 
become one of wide public interest, 
more and more potent in wage dis- 
putes and in the creation of public 
opinion. But present accounting data 
do not reflect true earnings rates and 
present accounting methods require 
improvement if true earnings are to 
be available. In the light of these con- 
siderations the accountant should un- 
dertake to improve his procedures and 
abandon unsound conventions without 
delay. 

By W. A. Paton. The Journal of Ac- 
countancy, April, 1948, p. 278 :14. 





City. 





AMA FINANCIAL MANAGEMENT CONFERENCE 


A conference of financial executives will be held by the 
American Management Association on Thursday and Friday, 
January 20 and 21, 1949, at the Hotel Pennsylvania, New York 
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Some Special Problems of Pension Plans 


N THE past 140 years our popula- 

tion has grown from 6,000,000 to 
140,000,000 people, and the nation has 
shifted from an agricultural to a 
highly geared industrial society. Ad- 
vancements in medical science have 
made it possible for us to live longer, 
and the proportion of people over age 
65 is more than twice that prevailing 
during the Civil War. Our youth is 
spending more years toward educa- 
tion, with the subsequent delay in 
self-support. Many workers, probably 
more than ever before in our history, 
are supporting elderly members of 
their family who, in their late years, 
are partially or wholly unable to sus- 
tain themselves. 

It is self-evident, as never before, 
that the average worker needs some 
type of employer-provided pension re- 
tirement plan. Like many other firms, 
Monsanto Chemical Company had an 
informal plan prior to 1940 and was 
reasonably successful in its administra- 
tion. There were, however, fewer 
problems confronting management at 
that time, because the organization was 
still comparatively young and the num- 
ber of employees reaching retirement 
age was small. The realization that 
greater numbers of employees would 
soon become pensioners made uniform 
treatment, central financing, and a 
protected investment a necessity. Cul- 
minating these developments, on De- 
cember 30, 1940, Monsanto made 
available a formal retirement pension 
plan acceptable by the Treasury De- 
partment as non-discriminatory and by 
our employees as a part of a planned 
future. 


Monsanto’s pension plan consists of 
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two parts. Under Part “A,” the em- 
ployee contributes only his social se- 
curity tax, since it is based on the first 
$3,000 of salary or wage. Member- 
ship of employees is automatic, men 
becoming eligible at age 30, and 
women at 25. 

To retire on pension, an employee 
must have been in the service of the 
company at least 10 years. At present 
the gross pension is equal to 1 per cent 
for each year of service plus a com- 
mon factor of 15 and is based on the 
employee’s average earnings. Simply 
speaking, an employee with 35 years 
of service would receive 50 per cent 
of his average monthly earnings as 
shown by his earnings record. This 
gross pension is reduced by the 
amount of primary social security 
benefit the employee would receive at 
65. Our plan calls for retirement of 
women at age 60 with the full gross 
pension payable to them until they are 
eligible for social security at age 65. 

The plan provides actuarially re- 
duced benefits for those employees 
who retire as much as 10 years before 
their normal retirement date. Com- 
pany liability under Part “A” is built 
up in our pension reserves, its ade- 
quacy being verified yearly on a sound 
actuarial basis. 

Part “B” of our plan is available to 
employees whose earnings exceed 
$3,000 and is offered to them on a 
voluntary basis. The minimum em- 
ployee contribution is $18 per year 
and, when earnings reach $3,400.01 or 
more, contributions are computed on 
the basis of a straight 414 per cent 
of the excess over $3,000, payable 
monthly. Monsanto’s contribution to 
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this plan is considerably more than 
that of employees. 


If an employee leaves the company 
before normal retirement age, he may 
have his contribution refunded in full, 
plus accrued interest compounded an- 
nually, or receive certain benefits by 
leaving his contributions with the in- 
surance company until his normal re- 
tirement age. In case of death, refund 
of the employee’s contributions is 
made to the named beneficiary with 
accrued interest compounded annually. 
Under a normal retirement, for each 
year the individual had contributed 
4% per cent of his income over 
$3,000, he would receive a total of 1% 
per cent of his earnings during that 
year. 


In firms where pension plans are 
already functioning, it is essential that 
they be reviewed frequently with a 
view to keeping them modern and 
realistic. 


In the past two years it has become 
increasingly evident that some pension 
plans, installed during the war years, 
were, in many respects, ill-advised. 
Companies that have plans calling for 
high fixed commitments find them- 
selves faced with the prospect of hav- 
ing to continue their plans as origi- 
nally designed, which could under- 
standably end in business failure, or 
face the possibility that the Treasury 
Department might disallow tax deduc- 
tions on contributions made in earlier 
years. 


The upward spiral of prices and the 
spectre of labor and materials short- 
ages necessarily affects all planning, 
and ability to extend greater employee 
benefits must be predetermined to in- 
sure financial soundness. Monthly 
payments to pensioners today are 
hardly adequate, with prices on essen- 
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tials higher than they have ever been 
in history, and such payments will 
not be sufficient until, with a certain 
amount of recession, prices level off 
toward some sort of normalcy. The 
fact is that pension payments would 
have to bear some relationship to the 
recognized price index to meet the 
ups and downs of living costs. A plan 
conceived in 1940 could hardly have 
foreseen the decreased buying power 
of the 1948 dollar. 


Workers do not want their pensions 
determined at the time they retire. 
They would rather know years in ad- 
vance what may be expected so that 
they may plan accordingly. In many 
industries employees feel that present 
pensions are inadequate, however, and 
that the basis for establishing their 
retirement income may stand revision. 
The decision in this direction rests 
with management. Use of “average 
earnings” over the years of employ- 
ment, may, or may not, be replaced 
by the use of “average earnings” for 
the final 10 years before retirement. 
Determination of estimated cost by 
competent actuaries may establish the 
method’s feasibility from a financial 
standpoint, but higher pensions would 


not necessarily result because of the | 


possibility of deflated incomes in a 
period of economic recession. Many, 
however, will contend that an em- 
ployee may well be enjoying his most 
remunerative years in those immedi- 
ately preceding his age of retirement. 
Problems of this nature more than 
likely confront most companies which 
have made or are planning to make 
retirement pension plans available to 
their employees. 


From an address by A.-B. Hughes 
before the Illinois State Chamber of 
Commerce. 
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Fire Legal Liability 


Wii fires at an all-time high 


in magnitude and frequency, 
now is the ideal time to examine your 


/ fire legal liability coverage. Forgetting 


your policies for the moment, consider 
what property belonging to others 
could be damaged by a fire originating 
on your property. 

First, there is the surrounding prop- 


) erty—the building next door, the lum- 


ber yard across the street, the prop- 
erty of the tenants on the floor below, 
the buildings within a two-block radius 
whose windows might be shattered by 
explosion set off by a fire on your 
premises. You may think you are cov- 
ered for that by the property damage 
clause on your liability policy, but are 
you? Legal liability is measured in 
the number of dollars it takes to reim- 
burse the owner of the damaged prop- 
erty for his loss and your present $10,- 
000 or $20,000 limit may not go very 
far in covering that legal liability. 


Second, there is the personal prop- 
erty of others in your plant which is 
in your care, custody or control and 
therefore not covered under your pub- 
lic liability policy. Your responsibil- 
ity for this property is that of a bailee. 
It is a greater liability than that for 
damage to surrounding property. 
Those who are obviously exposed to 
bailee risk—such as laundries, dry 
cleaners, furriers, and so on—are 
aware of their need for bailee’s legal 
liability insurance. But the insureds 
really needing this type of coverage 
are those whose risk is not so obvious, 
where the bailment is incidental to the 
main business and where the insured 
has been operating under the illusion 
that the clause in his fire contents pol- 
icy covers this risk. If your company 
Is one of these, you may have given 
no consideration to the total value of 
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such property in your care, custody 
and control. 

Suppose, for example, that your 
company is a foundry which has a 
large value in customers’ patterns on 
the premises. If the fire is not due to 
your negligence, then you are not lia- 
ble for loss to patterns and their value 
is not to be included in determining 
your coinsurance requirements. But if 
the fire is the result of your negligence, 
then you need coverage under your 
contents policy, which automatically 
makes you a coinsurer. Pertinent ques- 
tions in this connection are: What is 
the value of others’ property on your 
premises? What arrangements or 
agreements have you made in connec- 
tion with the insurance covering such 
property? What is your customer’s 
understanding of who is to insure his 
property ? 

By consultation with your customer, 
you may establish an agreement that 
you will not be liable for fire damage 
to his property however caused, al- 
though in Illinois a bailee cannot so 
contract away his liability for negli- 
gence. In any event you will have set- 
tled on a value for the property in- 
volved. Or your customer may agree 
that you shall cover his property but 
he will pay the premium. This results 
in a contractual liability which is cov- 
ered in any event under the liability 
clause of your contents policy. Or per- 
haps he will want a separate policy to 
be taken out in his name by you. You 
will then be avoiding the possibility of 
subrogation even though the fire loss 
is the result of your negligence. 


By this process of elimination you 
may be able to cover any liability for 
the property of others under your con- 
tents fire policy by adding in a small 
value to your own contents values, or 
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you may prefer a separate legal liabil- 
ity contract. In any case you will know 
exactly where you stand on your fire 
legal liability. 

Coverage for an unknown legal lia- 
bility is a more difficult matter. If 
coverage cannot be placed at less than 
the published contents fire rate, then 
it may be to your advantage to con- 
sider the bailee’s legal liability cover- 
age offered by the marine companies. 
The Inland Marine policy will be con- 
siderably broader because it may cover 
other perils just as important as fire 
and may cover at unnamed locations. 

The third type of property liability 
loss which you may suffer is liability 
to the owner of the building of which 
you are a tenant. The public liability 
clause, by its “care, custody or con- 
trol’ clause, excludes coverage for 
damage to that portion of the building 
which you occupy or to the entire 
building if you are the sole occupant 
under a lease which also makes you 
responsible for building maintenance, 
building services, etc. Your liability 
may be contractual or a result of neg- 
ligence. There is no specific rule for 
covering such situations, but certainly 
you cannot expect your public liabil- 
ity policy to cover any additional fire 
legal liability hazards not specified 
in the contract. If you have agreed to 
maintain and repair the building and 
there is no specific exception as to fire 
losses, then you should carry adequate 
insurance to full building value in 
your own name. 

And even a standard fire policy will 
not cover a depreciation loss such as 


that incurred by a fire in an elevator 
shaft which destroys a rather old ele. 
vator that must be replaced with new 
and modern equipment substantially 
exceeding in cost the allowance pro- 


vided under the building fire policy, ; 


Depreciation fire insurance appears to 
be the answer to this problem. 

In the absence of any contractual 
liability you may be subject to a land- 
lord claim, where he is not fully coy- 
ered or cannot collect from his own 
carriers. You are also subject to claim 
from the building insurers under the 
laws of subrogation. Proper coverage 
may only be obtainable at full rate, al- 
though it is possible that since your 


insurable interest is mot accurately | 


known, you would be able to secure 
coverage without the coinsurance 
clause. 

The most desirable solution is a ten- 
ant-landlord agreement naming both 
parties as insureds in the building’s 


policies. This avoids double insurance } 


on the same building and saves you 
from subrogation loss. It may prove 
difficult to effect where your lease has 
already been drawn or the landlord 
is not willing to enter into such an 
agreement. It should be obvious, how- 
ever, that before you enter into a 
lease agreement, you consult with your 
underwriter and your attorney to re- 
solve these difficult insurance prob- 
lems. They may be able to help you 
avoid double insurance and effect full 
coverage for both parties at reduced 
insurance costs. 


By Geratp E, Myers. Insurance 
Advocate, July 24, 1948, p. 6:2. 








AMA INSURANCE CONFERENCE 
A Conference of the Insurance Division of the American 


Management Association will be held on Thursday and Friday, 
December 2 and 3, at The Hotel Drake, Chicago. 
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tor Group Insurance Provisions in Union Agreements 
ele- ROUP insurance provisions are an integral part of nearly a fifth (69, or 
lew 18.5 per cent) of 373 post-Taft-Hartley union agreements which have been 
ally studied by the Conference Board. It was found that group insurance benefits occur 
more frequently in CIO agreements, while paid sick-leave provisions are more 
ad prevalent in AFL contracts. 
Icy, Many group insurance programs, the Board points out, are not a part of the 
: to union contract. Earlier this year, for example, it was found that wage earners in 
71.2 per cent of 455 companies were provided with disability benefits through 
group insurance. In an earlier report (1946), the Board found that 63.6 per cent 
tual of 3,498 companies provided group accident and health benefits. 
nd- The latest study discloses that the types of provisions vary from those in which 
all the features of the plan are included to those which simply state that the present 
‘OV- plan will be continued and “any changes to be made must be mutually agreeable to 
wn the company and the union.” ; 
: Thirty-four contracts (49.1 per cent of those that have group insurance pro- 
“m visions) merely indicate that the existing plan shall be continued. 
the Nine agreements have clauses requiring the company to assume the total cost 
‘age of the group insurance program covering union members. 
Three of the 34 contracts provide for joint contributions. In one case, the em- 
, ale ployer pays 70 per cent of the cost, in another 50 per cent, and in the third the 
our amount was not specified. ; 
tely Most of the group insurance plans incorporated in union agreements provide 
Bin for life insurance (88 per cent), accidental death and dismemberment benefits 
“ure (56 per cent), weekly disability benefits (92 per cent), and hospital and surgical 
nce benefits (80 per cent). Only a few give hospital and surgical benefits for de- 
pendents and medical benefits for employees. 
ten- 
oth 
ng’s 
— Pointers for Insurance Planners 
you 
rove HE need for expert insurance honesty of employees; failure to com- 
has analysis in the planning of an ply with policy conditions relative to 
lord } insurance program was underlined re- keeping of records or furnishing the 
| an | cently by Mr. Edward Gebelein, of protection for which credits were al- 
jow- | Aetna Casualty & Surety Company, lowed in the rate. 
0 a } man address before the Toledo Asso- 3. Liability insurance written on a 
your } ciation of Credit Men. ; specific hazard rather than a compre- 
) - From his own experience as an in- hensive basis. 
rob- } suran i i ' , . we 
a | the ol analy a, ges prt 4. Failure to insure against liability 
oe eae — a | i Pe. te property of others, 
wal 1 Wj h , usually because of failure to visualize 
| failt . — to fire insurance, how serious such claims may be. The 
| Za ae to inc hie extended coverage, products liability hazard frequently 
ance re cious mischief and vandalism ; is ignored for the same reason. 
ailure to cover properly all insurable 5. Fail a ao 
forms of consequential damage; fail- oo ae att st pone ten 
ure to insure against business inter- CO™Pemsation ees 
tuption or, if covered, to insure on the OP¢etations. 
proper form; failure to meet co-in- As a preliminary to a five-point pro- 
surance requirements. gram for adequate business insurance 
; 2. With respect.to criminal loss ex- coverage, Mr. Gebelein counseled the 
posures, failure to insure against dis- supervision of all insurance under one 
— 
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company official, and laid down the 
following guides to his conduct: 

1. Select your insurance broker or 
agent as you would your lawyer or 
your doctor on professional ability, 
not sociability. Make him your part- 
ner, think of him as a member of your 
staff, give him your complete confi- 
dence, secure from him an insurance 
analysis that meets the foregoing spe- 
cifications. 

2. Keep him fully informed of every 
change in your firm’s business opera- 
tions that may have even the slight- 
est bearing on your insurance pro- 
gram. To do this effectively, you must 
arrange for key personnel—foremen, 
superintendents or branch managers— 
to report promptly all such changes 
to you, the insurance buyer or insur- 
ance manager. 


3. With his assistance, determine 
which risks you wish to insure. It js 
unlikely that you will insure all of 
them, for it is said that anything ig 
insurable if the rate is adequate. In 
making a decision, ask yourself, 
“Would the loss be an inconvenience 
or a catastrophe?” 

4. Make certain that the companies 
with which you place insurance are 
licensed in all states where loss could 
occur; further, that they have good 
service facilities in those states. 

5. Do not buy on price alone. In- 
vestigate the security and service be- 
hind the contract. The most expensive 
insurance in the long run is the kind 
that doesn’t pay off when the loss 
occurs. 


The Insurance Broker-Age, June 
1948, p. 7:2. 


Survey of Books for Executives 





CLERICAL SALARY ADMINISTRATION. Edited 
by Leonard W. Ferguson. Life Office 
Management Association, New York, 1948. 
220 pages. $4.00. 


Reviewed by John M. True* 


The white-collar worker has been called 
the forgotten man in industry today. Ad- 
vances in clerical wage and salary adminis- 
tration have not kept pace with the signifi- 
cant improvements that have been made in 
wage administration for manual workers. 
If this book does no more, it may at least 
stimulate a renewed interest in the wage 
problems of the office worker and pave the 
way for continued study and eventual im- 
provements in this key industrial area. 

Prepared as “a guide or manual for a 
company that wishes to install a complete 
and systematic wage and salary program 


* Research Director. Mountain States Employers 
Council, Denver, Colorado. 


598 


for its clerical personnel,” the Life Office 
Management Association report is primarily 
a study in techniques. As such, the report 
will undoubtedly prove useful to executives 
in industries outside of the insurance field. 
A careful blueprint of a sound plan for 
salary administration is based on the results 
of a continuing research program that has 
been conducted by the Life Office Manage- 
ment Association through its Clerical Salary 
Study Committee. Preliminary studies issued 
over a period of years by this Committee 
were re-edited for inclusion in the report. 
A comprehensive survey of the literature 
of wage administration was undertaken, 
and a series of seminars with wage adminis- 
trators from various industries outside of 
insurance were conducted by the research 
committee. All this adds to the value of the 
study and enhances its applicability to 
clerical wage problems in general. 

Much of the report is devoted to an ex- 
planation of two job evaluation plans that 


The Management Review 














rr 





are Sl 
One ¢ 
Assoc! 
prove 
stallat 
The o 
on th 
tions | 
fundar 
varyin 


» ment { 


applic 
paring 
an ex 
round 
technic 


As 
variou 
sound 
Manag 
As a 
clerica 
shortc« 
that jc 
rating, 
clerica 
reason 
desire 
tion 0! 
of wag 
ing be 
of the 
with t 
ency, 
rates, 
stances 
structu 
market 
the opi 
have b 
approa 
flicts 
determ 

The 
report 
in fail; 
admini: 
conditi: 
ployees 
their n 
the ad 
ing em 
ized or 
admini: 
less st 
siderati 
admini: 
advance 
wage 2 


A bi 
Appenc 
those 
better 
carry f 
Teport. 
note ir 


Noveml 





line 
t is 
of 
In 


self, 
>nice 


)ffice 
arily 


port . 


tives 
field. 

for 
sults 

has 
age- 
lary 
sued 
ittee 
port. 
ture 
ken, 
inis- 
e of 
arch 
the 
- to 


that 





= 











are suitable for rating clerical occupations. 
One of these, the Life Office Management 


Association Point Evaluation Plan, has 
proved successful in an experimental in- 
stallation in a large life insurance company. 
The other, Job Element Evaluation, is based 
on the premise that most clerical occupa- 
tions can be evaluated in terms of certain 
fundamental operations that are common in 
varying degrees to ail jobs. The job ele- 


, ment plan has also met the test of practical 


application. Chapters on job analysis, pre- 
paring job descriptions, job pricing, and 
an excellent chapter on employee evaluation 
round off the discussion relating to the 
technical aspects of salary administration. 


As a practical study of some of the 
various mechanical devices that facilitate 
sound wage administration, the Life Office 
Management Association report has value. 
As a broader discussion of the problem of 
clerical wage administration, the study has 
shortcomings. It is assumed, for example, 
that job evaluation and its companion, merit 
rating, are the answers to the problem of 
clerical salary administration. While this 
reasoning may be sound, the writer would 
desire a more critical appraisal of the func- 
tion of these techniques in the final process 
of wage determination. The need for achiev- 
ing both internal and external consistency 
of the wage structure is briefly discussed 
with the conclusion that external consist- 
ency, ie., consistency with labor market 
rates, is difficult to achieve. In most in- 
stances, however, a job-evaluated wage 
structure must be held closely in line with 
market rates if the plan is to survive. In 
the opinion of this reviewer, the study would 
have benefited greatly from a more thorough 
approach to the problems arising from con- 
flicts between job-evaluated and market- 
determined rates. 

The Life Office Management Association 
report also loses a certain amount of reality 
in failing to discuss the problem of wage 
administration under collective bargaining 
conditions. Although life insurance em- 
ployees have unions, the report neglects 
their mention. Nor is there a discussion of 
the advantages and disadvantages of secur- 
ing employee participation, whether organ- 
ized or unorganized, in the installation and 
administration of job evaluation plans. Un- 
less such factors are given serious con- 
sideration, it seems that clerical salary 


| administration is doomed to lag behind the 


advances that have been made in factory 
wage administration. 


A bibliography, which is included in the 
Appendix, should prove extremely useful to 
those who, recognizing the urgent need for 
better clerical salary administration, will 
carry forward the research initiated by this 
report. If readers are careful to observe the 
note in the Foreword that this volume is 
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not presented as a rigid plan for salary 
administration, and if the techniques sug- 
gested in the study are applied with em- 
phasis on common sense rather than on 
mechanical correctness, the Life Office Man- 
agement Association report will have great 
value. 


STANDARD BUSINESS - CONFERENCE ‘TECH- 
NIQUE. By Carl Heyel. Funk & Wag- 
nalls, New York, 1948. 230 pages. $2.50. 


Reviewed by Sterling W. Mudge* 


As the author aptly states, “This book is 
directed to anyone who can make use of the 
conference technique in business.” In the 
reviewer's opinion, the approach is so funda- 
mental and practical that the ideas presented 
could be applied appropriately and beneficially 
by any person who may be called upon to 
serve as a leader of any type of discussion 
group. The whole emphasis in the book, 
however, is upon the use of conferences as 
a practical day-to-day process of business 
administration. 

While many articles and books have been 
devoted to the subject of conference leader- 
ship, this new venture is based upon the 
premise that enough experience on the proper 
conduct of business conferences has been 
accumulated to warrant a standardization of 
rules and procedure. It is therefore a typical 
“rule book” in style and content. As such 
it highlights in a most effective manner those 
generally recognized criteria which are in- 
dicative of a well-planned and conducted 
business conference. The codification of the 
subject matter has been extremely well done 
and is presented in a logical sequence. 

The “136 Rules” (completely indexed) for 
the successful conduct of business conferences 
are in many instances amplified for a more 
thorough understanding of their importance. 
These rules are classified into 14 sections, 
including such headings as: Basic Concepts; 
The Conference Leader; Participants; Fre- 
quency, Duration and Timing; Physical Ar- 
rangements; Preparation; Minutes; Follow- 
up; Review Check Lists. The cross-refer- 
ences to related rules are a little cumber- 
some, but to anyone really interested in the 
development of better conferences this minor 
distraction should not prove bothersome. The 
information provided is particularly well 
supported by explanations as to why the 
rules have been generally recognized as 
standards, though there may be a relatively 
small number of readers who might question 
just a few of the standards. 

Any person in a line or staff supervisory 
position should be beneficially influenced by 


* Supervisor of Training, Socony-Vacuum Oil Com- 
pany, Inc., New York. 
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reading of the rules. If an actual effort more expert than one who has what he con 
is made to apply the rules in a realistic siders a natural ability. The reader of this 
manner, many business conferences should book should have no difficulty in s¢ 
be improved with regard to the quality and a good understanding of the rules of sour 
soundness of the conclusions reached through conference leadership. Improved perfor. 

a better understanding and acceptance on however, will depend upon applied practice » 
the part of the participants. The attainment If all executives would demonstrate their | 
of such results should also be accomplished knowledge of and apply these rules, ag js 
in a much shorter period of time than is recommended, it would set a fine example 
generally required. for all others within their organizations who 

A “player who knows the rules” is usually may lead discussion groups. 


Lax Enforcement of Compulsory Retirement 


LMOST half the companies with retirement plans queried recently by the 

Conference Board do not adhere rigidly to a compulsory retirement policy. 
In a survey of 97 corporations, 97 per cent had retirement plans and seven out of 
10 of the latter provide for compulsory retirement. Most employees who continue 
work after age 65 do so on a year-to-year basis. For men, 65 is the most popular 
retirement age; for women, 

In permitting employees to work past retirement age, desire and physical and 
mental condition are taken into consideration. Most firms report that they eventually 
hope to go on obligatory retirement basis. 

Informal psychological preparation for retirement is a regular practice for 
nearly all companies. In one case discussions start five years ahead of time, but in 
most cases employees are not consulted until several months or a year before retire- 


ment age. 
—Employee Benefit Plan Review (Mid-1948) 
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